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State of Tennessee

Budget Highlights

Recommended Budget, Fiscal Year 2008-2009

The total state budget for 2008-2009 is $27.9 billion, with $13.8 billion from state
appropriations, $9.6 billion from federal funds, and $4.5 billion from other departmental
revenues, higher education student tuition and fees, and bonds for highway projects and facilities
revolving fund capital outlay.

Mid-year review of state tax collections and advice from economists and the State Funding
Board suggest that current-year estimates of taxes collected by the Department of Revenue
should be adjusted downward. In the general fund for 2007-2008, the revenue estimate is
decreased by $180 million from the originally budgeted estimate. The revised current-year
growth rate in the general fund is 3.65 percent above the actual 2006-2007 Department of
Revenue collections. For 2008-2009, before inter-fund reallocations, general fund taxes are
expected to grow by $163.7 million above the original current-year estimate, or $343.7 million
above the revised current-year estimate. This is a 3.58 percent general fund growth rate above
the revised current-year estimate. Revenue growth rates are within the range of revenue growth
recommended by the State Funding Board. After adjustments for inter-fund reallocations, the
general fund revenue growth rate is 3.53 percent in 2008-2009 in the Budget Document. (Inter-
fund reallocations are from the debt service fund to the general fund, resulting from a lower debt-
service requirement; from the general fund to the highway fund, resulting from lower license
plate production costs; and from Department of Revenue taxes to other state revenues, because
of restoration of the earmarked real estate transfer tax to land conservation and agriculture
programs.)

The revised revenue estimates for the current year and estimates for next year are based on
continued slow economic growth through the budget period.

Plan for Balancing Fiscal Years 2007-2008 and 2008-2009

The fiscal year 2007-2008 revenue shortfall of $180 million requires budget adjustments in both
the current year and 2008-2009. In the current fiscal year, the overappropriation, or the amount
by which general fund agencies must underspend, has been raised by $124.4 million from the
budgeted amount of $76.6 million to $201 million. The increased reversion to the general fund
includes savings of $45.3 million from the TennCare medically needy program resulting from
the federal approval delay, $20 million from other TennCare underspending, $37 million from
lower than budgeted enrollment in the Cover Tennessee program, $10 million from fewer than
budgeted state felons housed in local jails, and $12.1 million in additional reversion from other
state agencies. The remainder of the fiscal year 2007-2008 revenue shortfall is mitigated by
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unappropriated surplus funds available in the reserve for future requirements at June 30, 2007,
which resulted from state revenue overcollection and agency underspending in 2006-2007. The
remainder of the June 30, 2007, surplus is available to fund supplemental appropriations
recommended for the current year and non-recurring appropriations recommended in the 2008-
2009 budget.

The 2008-2009 base appropriation requirements for general fund programs have been decreased
by a recurring $129.2 million, including $85.8 million in line-item appropriation reductions and
$43.4 million in an overappropriation estimate increase. The $85.8 million line-item
appropriation reduction is comprised of a $26.9 million reduction in the TennCare base and
$58.9 million in other state programs, including a reduction of $23 million in the Cover
Tennessee health-care programs. The savings in Cover Tennessee is available by adjusting the
appropriation to current enroliment trends and does not involve new enrollment limits or benefit
decreases. A slight reduction in the state’s retirement contribution rate for state and higher
education employees, as recommended by the Tennessee Consolidated Retirement System board
of directors after actuarial study, results in a base appropriation reduction of $12.1 million. This
is the first in several biennial actuarial study periods that the retirement contribution has not been
raised significantly. The base appropriation in the Department of Correction for the Sentencing
Act of 1985 has been reduced by $6.2 million to offset the operating increase for the additional
prison beds in the expanded Morgan County state prison. In the Department of Human Services,
a base reduction of $4.3 million results from the caseload in the temporary assistance to needy
families program, and the department is confident that the available funds are adequate to
maintain services in the current slow economy. The remaining $13.3 million in base reductions
is in various programs, and all of the base reductions and adjustments are itemized in charts in
the Budget Overview section of the Budget Document.

The overappropriation in the fiscal year 2008-2009 budget is set at $120 million, an increase of
$43.4 million above the originally budgeted 2007-2008 amount of $76.6 million. The budgeted
$76.6 million overappropriation estimate does not include a reversion from TennCare. The
recurring $43.4 million overappropriation increase is comprised of $20 million reversion from
TennCare and $23.4 million from other state agencies. Thus, the recommended recurring
overappropriation of $120 million includes $20 million from TennCare and $100 million from
other state agencies, excluding the higher education systems. TennCare’s recent fiscal
management suggests that TennCare will be able to revert $20 million to the general fund
without harming health-care services. As for other state agencies, long-term agency reversion
performance and recent budget management suggest that a $100 million reversion estimate also
is reasonable, though aggressive, without denying services. Given that the rainy day reserve
fund is in much better condition than five years ago, a margin for error on the overappropriation
estimate can be slightly greater than in the past.

Another factor in reconciling expenditures with available revenues is restraint in funding of
program improvements and capital outlay projects. The capital outlay budget is funded entirely
with non-recurring current funds available after meeting current-year requirements. The
recommendation of no bond authorization in the 2008-2009 budget, except for the highway
program and the facilities revolving fund, which pays debt service from its recurring rent
revenue, results in first-year debt service savings of $16.6 million for the general fund, when
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compared with the bond authorization for the current year. In addition, the budget reflects a
normal recurring debt service fund reduction and a gain for general fund revenues of $10
million, resulting mainly from the completion of debt service on old bond authorizations and
cancellation of bond authorizations.

In addition to the recurring state revenue growth and the funds available from base reductions,
the unappropriated budget surplus of $280.5 million at the close of 2006-2007 is available to
fund the current-year recommended supplemental appropriations and offset the remainder of the
current-year revenue gap, after the recognition of the $124.4 agency reversion increase, and to
fund 2008-2009 non-recurring appropriation requirements.

Given these balancing measures, the Administration recommends continued funding of K-12
education priorities, including full-funding of the Basic Education Program (BEP) formula,
second-year funding of the BEP 2.0 formula reform, and additional funds for the pre-
kindergarten program; expanded home and community-based services in the TennCare program;
a salary increase for state and higher education employees; and investment of non-recurring
funds in economic development, land conservation, and capital maintenance of higher education
institutions.

The recommended budget fulfills the commitment to restore the real estate transfer tax to the
four land acquisition and soil conservation funds on July 1, 2008. The budget proposes to take
this final step to fully restore, on a recurring basis, the real estate transfer tax to its intended land
acquisition and agricultural conservation purposes. Along with the recurring funds in the base
budget, an improvement of $12 million recurring funds makes a total of $30 million available to
those funds in 2008-20009.

K-12 Education

For K-12 education, the improvement from the general fund is $220 million, including $86.5
million for the second-year of funding modifications to the Basic Education Program (BEP), a
reform effort called BEP 2.0. All of the tobacco tax increase that was dedicated to education in
the 2007 tobacco tax law is dedicated to the BEP 2.0 funding in this budget recommendation. In
addition, full funding of BEP formula growth is provided with a separate $83.9 million from
general fund revenue. Pre-kindergarten is increased by 245 classrooms with a $25 million
appropriation from the general fund.

Other K-12 education improvements include $2.7 million for the continued maintenance and
support of a statewide student management system; $1.3 million to expand achievement tests for
grades three through eight as required by the federal No Child Left Behind Act; $400,000 for the
Governor’s Institute for Science and Math, which will increase the number of students attending
this residential high school from 24 to 48; $13.3 million for the state BEP share of group health
insurance premium increases; $3.2 million to fund the state share of a retirement system
contribution rate increase for local education agencies; $2 million for a non-recurring grant to
Save the Children for literacy programs; an additional $500,000 for the Governor’s Books from
Birth Foundation, which is a state-and-local partnership providing a book each month from birth
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to age 5, at no cost to the family; $1 million for grants of $500,000 each to Future Farmers of
America and the 4-H Foundation; and $187,300 for teacher training and experience salary costs
at the special schools.

Higher Education

For higher education, the improvement is $67 million, including $43.8 million for program
improvements and $23.2 million for salary improvement. Program improvements include an
appropriation of $27 million to add 13,500 students to the Tennessee student assistance awards
(TSAA) program, which provides financial assistance to students from low-income families.
The $27 million in new funding for TSAA need-based scholarships is comprised of two
amounts: first, $9 million from interest earnings on a proposed TSAA need-based scholarship
endowment to be established by transfer of $200 million from the projected $406 million
unobligated lottery for education reserve, and second, $18 million funded directly from recurring
net education lottery proceeds.

For HOPE scholarships, an appropriation increase of $5.3 million from recurring lottery for
education revenues will allow an estimated 3,000 students with a minimum cumulative GPA of
2.75 to retain their scholarships, and the Administration proposes that the law be modified to
allow this.

Two charts in the overview section of the Budget Document illustrate the availability of lottery
for education revenues and reserves to fund these need-based scholarship and retention ideas,
with the goal of increasing the educational attainment of Tennesseans.

Other higher education program improvements include a recurring $1 million for the mouse
genome consortium at the University of Tennessee (UT), for research of multiple genetic
diseases; and non-recurring state appropriations for the following: $5.6 million for the second-
year operating expenses of a biofuels center at UT, capable of producing five million gallons of
biomass-based ethanol per year; $3 million for regional biocontainment laboratory equipment at
UT; $1.4 million in matching funds for the graduate nurse loan forgiveness program, established
by 2006 law to address a shortage of nursing faculty; and $500,000 in the Board of Regents
system for a teacher quality initiative that addresses the shortage of highly qualified K-12
teachers, particularly in science and math; and in the miscellaneous appropriations, $500,000 for
a one-time grant to Fisk University, matching other gifts.

The recurring 2 percent salary increase for higher education employees is funded through the
higher education funding formula for academic units and fully by state funds in the other units.

The capital budget for higher education is $53.6 million for capital maintenance, funded by non-

recurring current funds, including $32.3 for Board of Regents institutions and $21.3 for the UT
campuses.
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Jobs, Economic Development, and Agriculture

For economic and community development, the budget includes $30.5 million to support jobs
initiatives. From this amount, $29.3 million is for the next steps in the jobs package, including
non-recurring appropriations of $25.3 million for the FastTrack infrastructure development and
job training program and $4 million for business recruitment and retention activities outside the
FastTrack funding criteria. A non-recurring second-year grant of $1.25 million is proposed for
the rural opportunity fund, which is a public-private partnership implementing loans that target
small, minority, and women-owned rural businesses that are unable to access traditional loan
capital.

In addition, the budget includes $4,750,000 from non-recurring funds to continue the tourist
development advertising and marketing program at the current level. The tourist development
budget also includes an improvement of $143,800, funded by departmental revenue from the
Department of Transportation, for four welcome center positions and for temporary lease space
needed during the renovation of the Jellico welcome center on Interstate 75 in East Tennessee.

The agriculture budget improvement is $7.1 million, including $2.25 million for soil
conservation from the full recurring restoration of the real estate transfer tax to the agricultural
resources conservation fund. The second year of a planned three-year upgrade of the Forestry
Division fire-fighting communications equipment is funded with a $4.8 million non-recurring
appropriation.

Child Welfare and Juvenile Justice

The Department of Children’s Services budget includes improvements totaling $3.4 million in
state appropriations, including $1.4 million for a rate increase for residential providers of
services such as counseling, psychiatric care, and medical care, $769,700 for a 2.2 percent
increase in foster care and adoption assistance rates, $870,200 to address a 7.8 percent caseload
increase in the adoption assistance program, and $283,000 in non-recurring funds for a grant to
Family and Children’s Services, an non-profit organization, for the operation of the 211
program, a 24-hour telephone referral service for social services.

Public Health

The Department of Health budget includes improvements of $22 million from general fund state
appropriations, including second-year non-recurring appropriations of $10 million for tobacco-
cessation aids to assist smokers in quitting and $6 million for grants to 43 faith-based,
community-based, rural health, and federally-funded primary care clinics that provide services to
an estimated 57,000 uninsured adults. A recurring $3 million state increase is recommended for
the existing Ryan White HIV/AIDS assistance program, which provides medical treatment,
pharmaceuticals, and support services for uninsured and under-insured individuals; and a
recurring $1 million is for the medical examiners program, which will be used to increase the
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reimbursement rates for autopsies and court appearances and to improve staffing. In addition, $2
million is recommended for a non-recurring grant to Meharry Medical College for the
community wellness and fitness initiative at historically black colleges and universities.

For the TennCare program, which is the state’s Medicaid waiver program, $19.7 million in
program improvements from state appropriations include $12.5 million for TennCare services
and waiver programs, comprised of $10.1 million to add 2,300 slots to the state’s home and
community-based services (HCBS) program, which provides home services as an alternative to
nursing home entry; $933,400 to implement a statewide electronic visit verification system for
the HCBS program; $944,000 to equalize payment rates between the TennCare’s HCBS program
and the Aging and Disability Commission’s Options program, which provides home and
community-based services to individuals not eligible for Medicaid; $528,500 to increase rates
paid for certain pediatric evaluations and office visits in the TennCare Select program, which
serves enrollees with complex medical needs. The remaining TennCare amount is $7.2 million
from state funds for improvements in the departments of Children’s Services and Human
Services and the Division of Mental Retardation Services.

In the Mental Retardation Services Division, an improvement of $4.7 million in state
appropriations is recommended. This includes $4.1 million to continue transitioning mentally-
retarded clients from the Arlington Developmental Center into home and community-based
services in compliance with a legal agreement and $610,900 to provide funds for 600 new
enrollees to receive home and community-based services through the main waiver and self-
determination waiver programs.

Social Services

The budget includes improvements of $4.4 million from state appropriations for programs of the
Department of Human Services. This includes $2.2 million to increase the standard of need in
the Families First program (temporary assistance to needy families) by 7.4 percent to allow 720
families to qualify for or remain in the program; $2.1 million recurring to continue the existing
family assistance service center in Memphis that answers calls, makes case changes, and
supports statewide programs; $100,000 for a third-year non-recurring grant to the individual
development accounts program managed by the Upper Cumberland Human Resources Agency
to assist individuals with minimal assets in saving for first-home purchases, education expenses,
and small-business capitalization; and $35,300 to fund mandatory salary step increases for
assistant district attorneys in the 1VV-D Child Support Enforcement program.

Conservation

The conservation budget, as discussed above, includes full restoration of recurring
appropriations from the real estate transfer tax to the four land acquisition and soil conservation
funds. The recurring improvement to these funds is $12 million, bringing their total to $30
million. This will benefit the local parks, state lands, and wetlands acquisition funds, as well as
the agricultural resources conservation fund.
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In the operating budget, the Governor recommends a $10 million non-recurring appropriation
from the general fund to the heritage conservation trust fund for protection or acquisition of land
of critical, scenic, or ecological importance. A $2 million non-recurring appropriation is
recommended to improve water resources management and planning throughout the state in
order to better meet water supply needs of communities. Non-recurring funds of $1.5 million are
recommended to create a watershed restoration fund and $250,000 is recommended for a water-
quality impact study of the New River watershed, which is affected by coal mining, oil and gas
drilling, and logging in Scott, Campbell, and Anderson counties. An environmental assistance
team to support the planning, design, and development of transportation projects is funded with
$491,000 in general fund appropriations, which, together with departmental revenues from the
Transportation Department in the base budget and improvement, will allocate the cost evenly
between the agencies. Maintenance of the Bicentennial Mall State Park is being transferred to
the Department of Environment and Conservation, and $333,200 is recommended for three
positions and operating expenses to improve oversight and maintenance.

A second-year non-recurring appropriation of $4 million is recommended to promote the
awareness and availability of alternative fuels.

Safe Communities

The Department of Safety budget includes a $2.8 million non-recurring appropriation to
implement driver’s license administrative revocation legislation which makes revocation of
drivers’ licenses for violations of state DUI laws an administrative law procedure. The program
will be self-supporting from fees in 2010-2011. Also in the Safety Department budget is $6.5
million from the general fund and $20 million from excess funds in the titling and registration
system development TRUST reserve to establish a reserve for development of a driver’s license
system complying with the federal REAL ID Act.

In the prison budget, $6.2 million is provided for the opening of expanded prison facilities at the
Morgan County Correctional Complex. This includes funds to annualize operating costs for the
300-bed minimum-security annex and the first six months of operational costs for 538 new beds
at the prison. The state appropriation increase for the additional operating cost is offset by a
recurring base reduction in the Sentencing Act of 1985 allotment, as authorized by law. Also in
the budget is $5.4 million for increased prison operating costs and $3.2 million non-recurring for
an increase in state felons housed in local jails. The $3.2 million amount is non-recurring
because of the additional beds at Morgan County state prison.

The Military Department budget includes $1.2 million to establish the Youth ChalleNGe
program, a residential program for at-risk youth aged 16 to 18 years, which will operate in
existing space at the military facility in Smyrna. The Administration proposes legislation to
provide in-state tuition rates to out-of-state members of the Tennessee Air National Guard, and
$310,000 is provided for this. The statewide communications interoperability program is
enhanced with the addition of four positions and $201,400.
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An appropriation of $1.3 million and five positions will assist the Tennessee Bureau of
Investigation in implementing the 2007 Johnia Berry Act, which requires that a biological
specimen for DNA testing be taken from any person arrested on or after January 1, 2008, for the
commission of a violent felony. In addition, the 2007-2008 supplemental appropriations include
$300,000 for that purpose. Also included in the TBI budget is $1 million for the first six months
of operating expenses at the new TBI lab in Knoxville.

The budget of the Department of Finance and Administration, criminal justice programs,
includes $400,000 to provide non-recurring grants for the Internet crimes against children task
forces in Nashville, Knoxville, and Memphis. In the Miscellaneous Appropriations is an amount
of $845,000 non-recurring for a grant to Red Cross in Tennessee for 95-county disaster-
preparedness capacity building.

General Government

In other areas of state government, a non-recurring appropriation of $7.8 million will be used for
cabling, servers, and consulting services needed at the new state data centers. An additional
non-recurring amount of $12 million is available in the systems development fund for this
purpose. The purchase of imaging, bar coding, and cashiering equipment for Edison, the state’s
new enterprise resource planning system, is funded with a $3.8 million non-recurring
appropriation.

A non-recurring appropriation of $600,000 is included for the replacement of existing predictive
dialer and interactive response equipment in the Revenue Department. This equipment is used
for automated dialing that notifies taxpayers of outstanding balances greater than $25.

Operational support to the state veterans homes is provided with a $1.5 million non-recurring
appropriation. An additional recurring $200,000 is recommended to fund annual inspections of
state veterans homes.

Rent increases for state agencies resulting from federal A-87 rate adjustments and additional
operating funds for the facilities revolving fund are provided from recurring state appropriations
of $1 million and $1.6 million, respectively.

Salary Policy and Benefits

The budget includes funds for a recurring 2 percent salary increase on July 1, 2008, for state and
higher education employees. In the higher education budget, the 2 percent raise is funded
through the higher education funding formula for the academic units and fully by state funds in
the other units. Funds to raise instructional salaries of K-12 teachers funded through the BEP
formula are included in the second-year BEP 2.0 initiative in the Department of Education
budget.
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The total cost of the salary policy for state and higher education employees is $53.8 million in
state appropriation. This includes $30.6 million for state employees and $23.2 million for higher
education employees.

Also funded are the statutory salary adjustments for judges, as well as the statutory salary step
raises for assistant district attorneys, assistant public defenders, assistant post-conviction
defenders, investigators, troopers, and wildlife officers. Funds also are recommended for the
state share of employee group health insurance premium increases. For state and higher
education employees, $14.5 million is added to annualize the cost of the January 1, 2008,
premium increase and $20.3 million for the six-month cost of a premium increase on January 1,
2009. An additional $13.3 million for the state share of group health insurance adjustments for
local school districts is included in the K-12 education budget.

Capital Outlay

The capital outlay budget totals $230.7 million, including $163.5 million from non-recurring
state current funds and $67.2 million from other sources. No bond authorization is
recommended for these projects. The state funds include the $53.6 million for higher education
capital maintenance and $11.4 million for mental retardation facilities, mainly group homes.
The budget also includes $64 million additional funding from 1985 Sentencing Act funds for the
prison expansion in Bledsoe County, $12 million from a combination of current funds and
Sentencing Act funds for an addition to the Women’s Prison in Nashville, $11.5 million from
current funds for minimum security housing at Mark Luttrell prison in Shelby County; and $32
million from current funds for prison maintenance; a $500,000 grant for the construction of the
American Indian Cultural Center and Museum in Nashville, $2 million to continue planning of a
new state museum in Nashville, and $2.1 million to continue planning of a new state library and
archives in Nashville.

The facilities revolving fund (FRF) capital budget provides an additional $34.4 million for
projects and maintenance of state office buildings and similar facilities maintained through
agency rent payments. This is funded by $10.4 million from FRF current funds and $20 million
from proposed bonds, with debt service provided from the facilities revolving fund through
agency rent payments.

Revenue Fluctuation Reserve

The revenue fluctuation reserve was at $542.9 million at June 30, 2007, and is budgeted to be at
$750 million at June 30, 2008. The 2008-2009 budget proposes that this reserve be raised by
$35 million to $785 million at June 30, 2009. The reserve currently is at its highest level ever.
The revenue fluctuation reserve allows services to be maintained when revenue growth is slower
than estimated in the budget, mainly during economic downturns. The Governor recommends
that the General Assembly continue making deposits to this reserve.
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Conclusion

The Governor and the Commissioner of Finance and Administration recommend that the General
Assembly remain conservative in estimating state revenues and retain the recommended increase
for the rainy day fund.

Given current economic circumstances, the Administration is closely monitoring monthly state
revenue collections and agency spending. If, upon further review, current-year tax collections
are expected to fall below the revised estimates presented in this Budget Document, the
Administration will present further budget adjustment plans to the General Assembly before
final enactment of the budget, if necessary.

The budget document includes narrative program statements for each of the line-item programs

for which funds are recommended. In addition, detailed statements explain the recommended
program improvements.
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State of Tennessee

The Budget Document

Introduction

Tennessee Code Annotated, Section 9-4-
5106, requires that the financial plan of
Tennessee's state government be presented in
four parts:

1. Financial Policy — The state’s financial
policy, contrasting the relationships between
expenditures and revenues from all sources
that are estimated for the ensuing fiscal year,
with the corresponding figures for the latest
completed fiscal year and the fiscal year in
progress; and a budget summary;

2. State Appropriations
Excluding Dedicated
Appropriations and tax estimates from
general state tax sources, excluding
appropriations from dedicated tax sources;
this is the so-called "State Taxpayers
Budget";

and Taxes,
Funds -

3. Detailed Budget Estimates — Estimates of
expenditures and revenues, including all
funding sources; program statements and
performance measures; statement of the
state's bonded indebtedness, detailing
redemption requirements until retirement, the
net and gross debt of the state, and condition
of the sinking fund; and

4. Appropriations Bill and Other Budget
Bills — The General Appropriations Bill,
through which the General Assembly gives
legal sanction to the financial plan it adopts.
Upon passage, this bill appropriates by
agency and fund the expenditures for the
ensuing fiscal year. The revenues by which
these expenditures are financed also are
detailed in this bill. In addition, other bills
required to give legal sanction to the financial
plan must be filed.

Parts one, two, and three are included in
the Budget Document. The format of the
Budget Document is reviewed annually for
clarity and content. Part four, the
Appropriations Bill and other budget
legislation, such as the Bond Authorization
Bill, are separate documents.

The "Introduction™ section of the Budget
Document begins with transmittal letters from
the Governor to the General Assembly and
from the Commissioner of Finance and
Administration to the Governor. These letters
and the following budget highlights
summarize the policy and financial
recommendations included in the document.

Following the transmittal letters and
budget highlights is a statement of the
Administration’s priorities.

The next section of the Budget
Document, entitled "Budget Overview," is a
brief summary of the total budget.

This overview is a series of charts and
schedules that summarize the Budget. The
total state budget and the general fund budget
are represented by pie charts that detail each
major tax and each functional area for the
recommended budget. Tennessee's current
tax structure has the majority of its tax
revenue coming from the sales tax, the largest
portion of which funds K-12 education.

The overview schedules clarify and
detail the expenditures, revenue sources, and
personnel requirements of state government.

The Budget Document has several total
budget schedules comparing programs by
funding source and showing how those funds
are derived.

Also included are tables that list, by
department, the improvements proposed for
the next fiscal year.

There are two charts that provide the
total fund balance available, indicating the
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The Budget Document

appropriation requirements and the general
fund and education fund revenues and
reserves available to meet that need:
“General Fund and Education Fund,
Comparison of Appropriation Requirements
and State Revenues” for the current year and
next (or recommended budget) year. The two
charts show how the budget is balanced
against general fund and education fund tax
revenues for the two fiscal years. Because of
its dedicated funding sources, the Department
of Transportation’s appropriation
requirements and revenue sources are stated
on a separate chart.

All agencies and departments are
included in the summary comparison
schedules by program and funding source.

Other schedules provide detail on the
supplemental appropriations required to
maintain programs in the current fiscal year,
the  Constitutional spending limitation
requirement, a summary of personnel and
funding for all state agencies and higher
education institutions, and  Tennessee
characteristics, which includes demographic
and other information on the state.

Two charts in the overview summarize
base budget reductions and base budget
adjustments (increases). The charts reflect
recurring changes from the current-year work
program recurring state appropriations.

The overview also includes charts
summarizing the lottery for education revenue
estimates, program requirements funded from
the lottery revenue, and lottery reserve fund
balances.

The Budget Document also includes an
historical analysis of the effect on the state
budget of federal aid trends and federally
mandated costs.

The section entitled “State Tax
Revenues" presents state tax revenue
estimates for the ensuing fiscal year,
compared with actual collections for the
previous year and the revised estimate for the
current year.  This section explains the

various sources of revenue, by collecting
agency, and the statutory apportionment
among the various funds: the general fund,
education fund, highway fund, sinking (or
debt service) fund, and cities and counties
fund.

Included in the "Financial Statements"
section are the comparative balance sheets for
the general fund, education fund, and highway
fund as of June 30 for the two prior years.
This schedule is followed by the expenditures
and requirements of the debt service fund for
the previous, current, and subsequent fiscal
years. A debt service fund comparative
balance sheet also is included.

The status of the various authorized and
unissued bonds is given in a schedule of
bonds and appropriations made for capital
purposes in lieu of bond issuance. The
statement of bonded indebtedness presents the
retirement schedule for the state’s bonded
debt. The cost of outstanding bonds is
reflected as principal and interest.

The proposed capital outlay for the
ensuing fiscal year is included within the
"Capital Outlay Program” section. Specific
projects are shown for each department
impacted, along with capital maintenance.
Whether from current funds of the general
fund, the sale of general obligation bonds, or
from other sources, the proposed funding for
each project is indicated.

The "State Taxpayers Budget™ section is
included to distinguish between state
appropriations from general state taxes and
appropriations from dedicated taxes and fees,
which are narrowly levied and earmarked for
specific purposes. The "State Taxpayers
Budget" excludes the dedicated funds, federal
revenues, and other departmental revenues; it
reports only appropriations from general state
tax sources, along with estimates of the
general taxes.

Except for the "State Taxpayers Budget,"”
all of the other summary charts and program
statements in this Budget Document that deal
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with appropriations include appropriations
from all state sources, both general taxes and
dedicated taxes and fees.

The major portion of the Budget
Document is "Program Statements by
Functional Area.” For presentation in the
Budget Document, departments and agencies
with related missions, programs, goals, and
objectives are grouped, resulting in six
functional areas. This enables legislators,
policy-makers, and citizens to have a better
concept of the magnitude and costs of
services provided through the various
functional areas of state government.

At the beginning of each functional
presentation is an introduction to the
associated agencies, followed by a list of the
improvement items that are recommended for
that area of state government. The
improvement list is followed by tables that
show the total expenditures, funding sources,
and personnel of each functional area.

The activities and responsibilities of the
departments and agencies are explained
through narrative descriptions of each
program.

XXIX

Following this narrative, fiscal and
personnel data are provided for the last
completed year, the current year, and the next
year.

The next-year estimates include the level
of funding and number of positions for the
recommended  base  budget, program
improvements, and the total recommended.
Program performance measures also are
provided for most executive branch programs.
Budgets of agencies which are operating
officially under the performance-based budget
law are so designated with a sub-heading
following the department name.

Following the “Program Statements by
Functional Area,” the next-to-last section of
the Budget Document is “Budget Process and
Program History.”  This section includes
explanatory sections entitled “The Budget
Process,”  “Performance-Based  Budget,”
“Basis of Budgeting and Accounting,” and
“Tennessee Program  History,” which
provides historical information on major
programs.

The final section is the “Glossary and
Index.”
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Total State Budget

Where Your State Tax Dollar Comes From

Tobacco, Beer, &
Alcoholic Beverages
3¢

Sales Tax 57¢
All Other Taxes 6¢

Insurance & Banking
3¢

Franchise & Excise
14¢

Motor Vehicle 2¢

Gross Receipts &

Privilege 5¢ Gasoline Taxes 7¢

Income & Inheritance
3¢

Where Your State Tax Dollar Goes

Education 42¢

Business & Economic
Development 1¢

Resources &

Health & Social Regulation 3¢

Services 28¢

Cities & Counties 7¢

General Government

2¢
Law, Safety &

Correction 10¢ Transportation 76

Fiscal Year 2008 - 2009



General Fund Budget

Where Your State Tax Dollar Comes From

Tobacco, Beer &
Alcoholic Beverages
4¢

Sales Tax 64¢

All Other Taxes 6¢

Insurance & Banking
4¢

Income & Inheritance
2¢

Franchise & Excise

15¢ Gross Receipts &

Privilege 5¢

Where Your State Tax Dollar Goes

Business & Economic Education 48¢

Development 1¢

Health & Social

Services 32¢
Resources &

Regulation 4¢

General Government Law, Safety &
3¢ Correction 12¢

Fiscal Year 2008 - 2009



Total State Budget

Comparison of Programs and Revenue Sources
Fiscal Years 2006-2007, 2007-2008, and 2008-2009

|. PROGRAMS

ALL PROGRAMS
General Fund *
Department of Transportation
Debt Service Requirements
Capital Outlay Program

Facilities Revolving Fund

Cities & Counties - State Shared Taxes

Il. REVENUE SOURCES

APPROPRIATION
General Fund *
Department of Transportation
Debt Service Requirements
Capital Outlay Program

Facilities Revolving Fund

Cities & Counties - State Shared Taxes

BONDS
Department of Transportation
Capital Outlay Program

Facilities Revolving Fund

FEDERAL
General Fund
Department of Transportation

Capital Outlay Program

CURRENT SERVICES & OTHER
General Fund *
Department of Transportation
Capital Outlay Program

Facilities Revolving Fund

TOTAL STATE BUDGET

Includes tax revenues and bonds.

Actual

2006-2007

Estimated
2007-2008

Recommended
2008-2009

Act. vs. Est.
Difference

Est. vs. Rec.
Difference

$ 25,204,183,300

$ 28,049,113,114

$ 27,878,418,200

$ 2,844,929,814

$ (170,694,914)

4,282,664,300

$ 4,399,131,411

4,357,324,400

116,467,111

22,045,199,100 24,481,912,914 24,492,473,200 2,436,713,814 10,560,286
1,524,763,700 1,747,240,200 1,802,425,000 222,476,500 55,184,800
325,166,000 329,342,000 321,189,000 4,176,000 (8,153,000)
345,190,000 453,514,200 230,666,000 108,324,200 (222,848,200)
148,031,800 197,103,800 167,965,000 49,072,000 (29,138,800)
815,832,700 840,000,000 863,700,000 24,167,300 23,700,000
$ 11,953,013,500 $ 13,792,630,592 $ 13,844,863,400 1,839,617,092 $ 52,232,808
9,775,517,700 11,589,048,392 11,680,009,600 1,813,530,692 90,961,208
814,102,500 2 756,661,200 804,500,000 (57,441,300) 47,838,800
325,166,000 329,342,000 321,189,000 4,176,000 (8,153,000)
214,721,000 2 264,114,200 163,500,000 49,393,200 (100,614,200)
7,673,600 13,464,800 11,964,800 5,791,200 (1,500,000)
815,832,700 840,000,000 863,700,000 24,167,300 23,700,000
0 $ 295,000,000 111,700,000 295,000,000 $ (183,300,000)

0 83,800,000 87,700,000 83,800,000 3,900,000

0 150,700,000 0 150,700,000 (150,700,000)

0 60,500,000 24,000,000 60,500,000 (36,500,000)
8,968,505,500 $ 9,562,351,111 9,564,530,400 593,845,611 $ 2,179,289
8,276,904,200 8,696,005,111 8,697,103,400 419,100,911 1,098,289
667,938,300 866,346,000 867,427,000 198,407,700 1,081,000
23,663,000 0 0 (23,663,000) 0

$ (41,807,011)

3,992,777,200
42,722,900
106,806,000
140,358,200

$ 25,204,183,300

4

4,196,859,411
40,433,000
38,700,000
123,139,000

$ 28,049,113,114

4,115,360,200
42,798,000
67,166,000
132,000,200

$ 27,878,418,200

204,082,211

(2,289,900)
(68,106,000)
(17,219,200)

$ 2,844,929,814

(81,499,211)
2,365,000
28,466,000
8,861,200

$ (170,694,914)

General Fund includes Education Lottery-funded programs.

Includes Lottery-funded early childhood education program and Higher Education tuition and student fees.
Includes departmental operating revenues and bonds.



Total State Budget
Comparison of Programs by Revenue Sources

Fiscal Years 2006-2007, 2007-2008, and 2008-2009

Actual Estimated Recommended Act. vs. Est. Est. vs. Rec.
2006-2007 2007-2008 2008-2009 Difference Difference
I. GENERAL FUND * $ 22,045,199,100 $ 24,481,912914  $ 24,492,473,200 $ 2,436,713,814 $ 10,560,286
Appropriation 9,775,517,700 11,589,048,392 11,680,009,600 1,813,530,692 90,961,208
Federal 8,276,904,200 8,696,005,111 8,697,103,400 419,100,911 1,098,289
Current Services & Other Revenue 3,992,777,200 4,196,859,411 4,115,360,200 204,082,211 (81,499,211)

1. DEPARTMENT OF TRANSPORTATION $ 1,524,763,700 $ 1,747,240,200 $ 1,802,425,000 $ 222,476,500 $ 55,184,800
Appropriation 814,102,500 756,661,200 804,500,000 (57,441,300) 47,838,800
Federal 667,938,300 866,346,000 867,427,000 198,407,700 1,081,000
Current Services & Other Revenue 42,722,900 40,433,000 42,798,000 (2,289,900) 2,365,000
Bonds 0 83,800,000 87,700,000 83,800,000 3,900,000

Ill. DEBT SERVICE REQUIREMENTS $ 325,166,000 $ 329,342,000 $ 321,189,000 $ 4,176,000 $  (8,153,000)
Appropriation 325,166,000 329,342,000 321,189,000 4,176,000 (8,153,000)

IV. CAPITAL OUTLAY PROGRAM $ 345,190,000 $ 453,514,200 $ 230,666,000 $ 108,324,200 $ (222,848,200)
Appropriation 214,721,000 264,114,200 163,500,000 49,393,200 (100,614,200)
Federal 23,663,000 0 0 (23,663,000) 0
Current Services & Other Revenue 106,806,000 38,700,000 67,166,000 (68,106,000) 28,466,000
Bonds 0 150,700,000 0 150,700,000 (150,700,000)

V. FACILITIES REVOLVING FUND $ 148,031,800 $ 197,103,800 $ 167,965,000 $ 49,072,000 $ (29,138,800)
Appropriations 7,673,600 13,464,800 11,964,800 5,791,200 (1,500,000)
Current Services & Other Revenue 140,358,200 123,139,000 132,000,200 (17,219,200) 8,861,200
Bonds 0 60,500,000 24,000,000 60,500,000 (36,500,000)

VI. CITIES & COUNTIES - STATE SHARED TAXES $ 815,832,700 $ 840,000,000 $ 863,700,000 $ 24,167,300 $ 23,700,000
Appropriation 815,832,700 840,000,000 863,700,000 24,167,300 23,700,000

VII. TOTAL STATE BUDGET $ 25,204,183,300

$ 28,049,113,114

$ 27,878,418,200

$ 2,844,929,814

$ (170,694,914)

11,953,013,500
8,968,505,500
4,282,664,300
Bonds 0

Appropriation
Federal

Current Services & Other Revenue >

1 General Fund includes Education Lottery-funded programs.
2 Includes Higher Education tuition and student fees.
3 Includes tax revenues and bonds.

4 Includes departmental operating revenues and bonds.

13,792,630,592
9,562,351,111
4,399,131,411
295,000,000

13,844,863,400
9,564,530,400
4,357,324,400
111,700,000

1,839,617,092
593,845,611
116,467,111
295,000,000

52,232,808
2,179,289

(41,807,011)

(183,300,000)



Departmental Summary of Continuation and Improvement Recommendations
from State Tax Revenue for Fiscal Year 2008-2009

2007-2008 Appropriations *

2008-2009 Recommended Appropriations

Department Recurring Non-Recurring Base % Change Improvements Total % Change
Legislature $ 39,197,800 $ 721,900 $ 39,197,800 0.00% $ 0 $ 39,197,800 -1.81%
Fiscal Review Committee 1,340,700 4,500 1,340,700 0.00% 0 1,340,700 -0.33%
Court System 105,248,502 7,682,500 105,291,700 0.04% 5,972,800 111,264,500 -1.48%
Attorney General and Reporter 24,441,800 1,136,800 24,441,800 0.00% 5,600 24,447,400 -4.42%
District Attorneys General 67,930,300 233,100 67,930,300 0.00% 1,029,500 68,959,800 1.17%
Secretary of State 30,462,400 20,361,200 30,482,000 0.06% 300,000 30,782,000 -39.43%
District Public Defenders 39,091,200 431,300 39,091,200 0.00% 556,000 39,647,200 0.32%
Comptroller of the Treasury 90,180,500 465,000 86,820,500 -3.73% 40,500 86,861,000 -4.18%
Post-Conviction Defender 1,821,800 (2,600) 1,821,800 0.00% 133,300 1,955,100 7.47%
Treasury Department 674,700 (100) 625,500 -7.29% 0 625,500 -7.28%
Claims and Compensation 10,800,000 3,700,000 10,260,000 -5.00% 0 10,260,000 -29.24%
Executive Department 4,666,300 (1,200) 4,666,300 0.00% 0 4,666,300 0.03%
Commissions 34,429,000 3,352,700 34,784,300 1.03% 0 34,784,300 -7.93%
Finance and Administration (F&A) 37,009,300 19,536,900 37,009,300 0.00% 434,200 37,443,500 -33.78%

State Health Planning ** 1,456,000 16,431,700 1,456,000 0.00% 0 1,456,000 -91.86%

Criminal Justice Programs ** 8,100,300 897,400 8,100,300 0.00% 400,000 8,500,300 -5.53%

Other F&A Programs ** 27,453,000 2,207,800 27,453,000 0.00% 34,200 27,487,200 -7.33%
F&A - TennCare 2,686,864,200 9,324,100 2,659,833,500 -1.01% 19,730,400 2,679,563,900 -0.62%
Human Resources 5,772,400 (2,700) 5,772,400 0.00% 0 5,772,400 0.05%
General Services 2,410,000 966,600 2,410,000 0.00% 0 2,410,000 -28.63%
Veterans Affairs 4,740,200 115,166 4,740,200 0.00% 0 4,740,200 -2.37%
Board of Probation and Parole 82,302,000 (16,800) 82,302,000 0.00% 0 82,302,000 0.02%
Agriculture 87,548,600 6,536,500 87,392,800 -0.18% 7,072,000 94,464,800 0.40%
Tourist Development 9,026,700 4,745,000 9,026,700 0.00% 4,750,000 13,776,700 0.04%
Environment and Conservation 183,591,100 97,525,700 183,185,000 -0.22% 19,448,600 202,633,600 -27.92%
wildlife Resources Agency 49,396,300 6,293,800 49,431,800 0.07% 5,409,400 54,841,200 -1.52%
Correction 665,197,200 6,791,200 659,008,700 -0.93% 14,843,400 673,852,100 0.28%
Economic and Community Development 35,208,400 66,692,600 35,208,400 0.00% 30,550,000 65,758,400 -35.47%
Education (K-12) 3,795,508,000 21,032,250 3,799,108,000 0.09% 220,037,300 4,019,145,300 5.31%

Lottery-Funded Programs * 8,800,000 0 12,900,000 46.59% 0 12,900,000 46.59%

Other K-12 Education Programs ** 3,786,708,000 21,032,250 3,786,208,000 -0.01% 220,037,300 4,006,245,300 5.21%
Higher Education 1,598,676,300 40,785,100 1,613,376,300 0.92% 67,015,800 1,680,392,100 2.50%

Lottery for Education Account ** 252,400,000 10,000,000 267,100,000 5.82% 23,300,000 290,400,000 10.67%

Other Higher Education Programs ** 1,346,276,300 30,785,100 1,346,276,300 0.00% 43,715,800 1,389,992,100 0.94%
Commerce and Insurance 87,537,300 62,300 87,537,300 0.00% 405,600 87,942,900 0.39%
Financial Institutions 8,199,200 (5,700) 8,203,700 0.05% 0 8,203,700 0.12%
Labor and Workforce Development 43,123,600 2,519,000 43,123,600 0.00% 0 43,123,600 -5.52%
gégﬁ:ig'e?"h and Developmental 179,998,400 284,000 179,099,200  -0.50% 0 179,099,200 -0.66%
Military 13,884,900 4,768,500 13,884,900 0.00% 1,711,400 15,596,300 -16.39%
Health 182,257,000 33,632,200 182,480,100 0.12% 22,540,100 205,020,200 -5.03%
F&A - Division of Mental Retardation 75,698,400 (51,700) 75,819,100 0.16% 4,694,400 80,513,500 6.43%
Human Services 183,351,400 9,307,674 179,076,400 -2.33% 4,410,300 183,486,700 -4.76%

Temporary Cash Assistance ** 28,916,800 4,359,000 17,288,200  -40.21% 2,170,900 19,459,100 -41.52%

154,434,600 4,948,674 161,788,200 4.76% 2,239,400 164,027,600 2.91%

Other Human Services Programs **



Departmental Summary of Continuation and Improvement Recommendations
from State Tax Revenue for Fiscal Year 2008-2009

2007-2008 Appropriations *

2008-2009 Recommended Appropriations

Department Recurring Non-Recurring Base % Change Improvements Total % Change
Revenue 89,791,600 304,800 86,376,600 -3.80% 600,000 86,976,600 -3.46%
Tennessee Bureau of Investigation 37,878,800 626,800 37,878,800 0.00% 2,318,600 40,197,400 4.39%
Safety 113,576,400 2,851,300 113,602,000 0.02% 10,088,800 123,690,800 6.24%
Ef::; r'a(r:nosver Tennessee Health Care 96,031,500 0 73,063,600  -23.92% 0 73063600  -23.92%
Miscellaneous Appropriations 54,430,500 16,754,000 51,967,500 -4.53% 86,880,000 138,847,500 95.05%
Emergency and Contingency Fund 819,300 0 819,300 0.00% 0 819,300 0.00%
State Building Commission 250,000 0 250,000 0.00% 0 250,000 0.00%
Children's Services 339,557,200 (336,500) 337,921,900 -0.48% 3,368,600 341,290,500 0.61%
Total General Fund $11,199,921,202  $389,127,190  $11,145,663,000 -0.48% $ 534,346,600 $11,680,009,600 0.78%

* Includes recommended supplemental appropriations in the amount of $19,565,100. For a list of supplemental appropriations, see page A-23.

** These items are included in the departmental totals.



Departmental Summary of Improvements
Fiscal Year 2008-2009

Funding
Code Department Total Appropriation Federal Other
301 Legislature 0 $ 0 0 0
301.50 Fiscal Review Committee 0 0 0 0
302 Court System 5,972,800 5,972,800 0 0
303 Attorney General and Reporter 5,600 5,600 0 0
304 District Attorneys General 1,163,200 1,029,500 0 133,700
305 Secretary of State 300,000 300,000 0 0
306 District Public Defenders 556,000 556,000 0 0
307 Comptroller of the Treasury 40,500 40,500 0 0
308 Post-Conviction Defender 133,300 133,300 0 0
309 Treasury Department 3,224,300 0 0 3,224,300
313 Claims and Compensation 0 0 0 0
315 Executive Department 0 0 0 0
316 Commissions 363,200 0 53,600 309,600
317 Finance and Administration (F&A) 434,200 434,200 0 0
317.15 State Health Planning * 0 0 0 0
317.06 Criminal Justice Programs * 400,000 400,000 0 0
Other F&A Programs  * 34,200 34,200 0 0
318 F&A - TennCare 53,286,100 19,730,400 33,555,700 0
319 Human Resources 0 0 0 0
321 General Services 0 0 0 0
323 Veterans Affairs 0 0 0 0
324 Board of Probation and Parole 433,700 0 0 433,700
325 Agriculture 7,072,000 7,072,000 0 0
326 Tourist Development 4,893,800 4,750,000 0 143,800
327 Environment and Conservation 20,057,600 19,448,600 0 609,000
328 Wildlife Resources Agency 5,409,400 5,409,400 0 0
329 Correction 14,998,400 14,843,400 0 155,000
330 Economic and Community Development 30,550,000 30,550,000 0 0
331 Education (K-12) 220,037,300 220,037,300 0 0
Lottery-Funded Programs * 0 0 0 0
Other K-12 Education Programs * 220,037,300 220,037,300
332 Higher Education 95,091,200 67,015,800 205,600 27,869,800
Lottery for Education Account * 23,300,000 23,300,000 0 0
Other Higher Education Programs * 71,791,200 43,715,800 205,600 27,869,800
335 Commerce and Insurance 980,000 405,600 0 574,400
336 Financial Institutions 0 0 0 0
337 Labor and Workforce Development 0 0 0 0
339 Mental Health and Developmental Disabilities 0 0 0 0
341 Military 3,511,400 1,711,400 1,800,000 0
343 Health 22,540,100 22,540,100 0 0
344 F&A - Division of Mental Retardation 19,608,700 4,694,400 0 14,914,300
345 Human Services 8,334,200 4,410,300 1,399,600 2,524,300
345.23 Temporary Cash Assistance * 2,170,900 2,170,900 0 0
Other Human Services Programs * 6,163,300 2,239,400 1,399,600 2,524,300
347 Revenue 600,000 600,000 0 0
348 Tennessee Bureau of Investigation 2,318,600 2,318,600 0 0
349 Safety 30,088,800 10,088,800 0 20,000,000
350 F&A - Cover Tennessee Health Care Programs 0 0 0 0



Departmental Summary of Improvements
Fiscal Year 2008-2009

Funding
Code Department Total Appropriation Federal Other
351 Miscellaneous Appropriations 86,905,000 86,880,000 0 25,000
359 Children's Services 6,711,400 3,368,600 1,709,300 1,633,500
Sub-total General Fund $ 645,620,800 $ 534,346,600 $ 38,723,800 $ 72,550,400
400 Transportation 0 0 0 0
Total All Funds $ 645,620,800 $ 534,346600 $ 38,723,800 $ 72,550,400

* These items are included in the departmental totals.



General Fund and Education Fund

Comparison of Appropriation Requirements and State Revenues

Fiscal Year 2007-2008

I. APPROPRIATION REQUIREMENTS
General Fund Programs:
2007 Appropriations Act - Work Program

Reductions - Dedicated Revenue
Sum Sufficients - Dedicated Revenue

2008 Supplemental Appropriation

Total General Fund Requirements

Less:
Less:
Less:
Less:
Less:
Less:

Overappropriation
TennCare Reversion - Medically Needy
TennCare Reversion - Other
Cover Tennessee Reversion
State Prosecutions Reversion
Other Agencies Reversion
Sub-Total Reversions

Net General Fund Requirements

Other Programs:

Capital Outlay Program

Metro Sports Authority Debt Service
Personal License Plates Fund Reserves
Facilities Revolving Fund

Highway Fund (3 Amendments)

Help America Vote Act

Education - Special Schools

Trauma Center Fund

Revenue Fluctuation Reserve - Increase

Total Other Requirements

Total Appropriation Requirements

Il. GENERAL FUND REVENUES AND RESERVES
State Tax Revenue - Department of Revenue
State Tax Revenue - Other State Revenue

Telecommunications Ad Valorem Tax Adjustment

Miscellaneous Revenue

Tobacco Funds

Lottery for Education Account

Highway Fund Transfer - Gas Inspection Act
Reserve for Appropriations 2007-2008

Debt Service Fund Transfer at June 30, 2008

Reserve for Future Requirements at June 30, 2007

Undesignated Fund Balance at June 30, 2007
Total General Fund Revenues and Reserves

Ill. AVAILABLE FUNDS AT JUNE 30, 2008
Reserve for Appropriations 2008-2009
Undesignated Fund Balance

Total Available Funds

Revenue Fluctuation Reserve at June 30, 2007
Revenue Fluctuation Reserve at June 30, 2008

$ 11,571,949,300
(2,600,000)
134,000
19,565,100

$ 11,589,048,400

$  (76,600,000)
(45,300,000)
(20,000,000)
(37,000,000)
(10,000,000)
(12,100,000)

$ (201,000,000)

$ 11,388,048,400

$ 264,114,200
3,946,000
1,000,000

13,464,800
15,061,200
800,000
238,000
297,500
207,100,000

$ 506,021,700

$ 11,894,070,100

$ 9,598,900,000
954,000,000
3,000,000
109,500,000
162,000,000
271,200,000
1,100,000
725,800,000
106,000,000
280,500,000
199,000

$ 12,212,199,000

$ 318,000,000
128,900

$ 318,128,900

$ 542,900,000
$ 750,000,000



General Fund and Education Fund

Comparison of Appropriation Requirements and State Revenues

Fiscal Year 2008-2009

I. APPROPRIATION REQUIREMENTS

General Fund Programs:

Base Budget Requirements
Reductions - General Fund
Reductions - Dedicated Revenue
Adjustments - General Fund
Adjustments - Dedicated Revenue
Base Budget Recommended

Improvement Budget Recommendations:

K-12 BEP:
BEP Formula

BEP 2.0 - Year 2

Group Health Insurance and Retirement
Pre-K Program - Year 4 - State Revenue
K-12 - Other Programs
Higher Education - Salary Increase
Higher Education - State Revenue
Higher Education - Lottery Revenue

Economic and Community Development - Jobs Package

State Employees' Salary Increase
Employees' Group Health Insurance

Other Improvements

Total Improvements

Total General Fund Requirements

Less
Less
Less
Less

: Overappropriation

: TennCare Reversion

: TCRS Rate Reduction
: Pay Check Stubs Savings
Net General Fund Requirements

Other Programs:
Capital Outlay Program

Metro Sports Authority Debt Service
Personal License Plates Fund Reserves
Facilities Revolving Fund

Revenue Fluctuation Reserve - Increase

Total Other Requirements

Total Appropriation Requirements

Il. GENERAL FUND REVENUES AND RESERVES
State Tax Revenue - Department of Revenue
State Tax Revenue - Other State Revenue
Miscellaneous Revenue
Tobacco Funds
Lottery for Education Account
TSAA Lottery Endowment Earnings
Highway Fund Transfer - Gas Inspection Act
Reserve for Appropriations 2008-2009

Undesignated Fund Balance at June 30, 2008
Total General Fund Revenues and Reserves

I1l. AVAILABLE FUNDS AT JUNE 30, 2008
Undesignated Fund Balance

Total Avai

lable Funds

Revenue Fluctuation Reserve at June 30, 2008
Revenue Fluctuation Reserve at June 30, 2009

$ 11,202,387,200
(73,490,900)
(655,000)

354,300
17,067,400

$ 11,145,663,000

$ 83,900,000
86,500,000
16,500,000
25,000,000

8,137,300
23,215,800
11,500,000
32,300,000
29,300,000
30,600,000
34,800,000

152,593,500

$ 534,346,600

$ 11,680,009,600

(100,000,000)
(20,000,000)
(12,100,000)

(180,000)

$ 11,547,729,600

$ 163,500,000
3,704,000
1,000,000

11,964,800
35,000,000

$ 215,168,800

$ 11,762,898,400

$ 9,938,200,000
921,600,000
107,500,000
164,500,000
303,300,000
9,000,000
1,100,000
318,000,000
128,900

$ 11,763,328,900

$ 430,500
$ 430,500
$ 750,000,000
$ 785,000,000



Department of Transportation
Comparison of Appropriations and Funding Requirements

Fiscal Years 2007-2008 and 2008-2009

|. APPROPRIATION REQUIREMENTS
ADMINISTRATION
D.O.T. Headquarters
Bureau of Engineering
Bureau of Administration

Bureau of Environment and Planning

Field Engineering
Insurance Premiums
Sub-Total Administration

EQUIPMENT PURCHASES & OPERATIONS

HIGHWAY MAINTENANCE

STATE CONSTRUCTION
Highway Betterments
State Aid
State Industrial Access
Local Interstate Connectors
Capital Improvements
Sub-Total State Construction

FEDERAL CONSTRUCTION
Mass Transit
Planning & Research
Interstate Construction
Forest Highways
State Highway Construction
Bridge Replacement
Air, Water, and Rail
Sub-Total Federal Construction

TOTAL APPROPRIATION REQUIREMENTS

Il. FUNDING REQUIREMENTS
Highway User Taxes
Miscellaneous Revenue
Bonds
Highway Fund Balance/Reserves
Transportation Equity Fund

Funds Not Required For Federal Match
Sub-Total Revenues and Reserves

Transfer from General Fund

TOTAL FUNDING REQUIREMENTS

2007-2008 2008-2009 Difference
$ 15,854,000 16,953,000 1,099,000
22,953,000 24,790,000 1,837,000
41,316,000 44,946,000 3,630,000
9,343,000 9,976,000 633,000
46,159,000 49,091,000 2,932,000
10,000,000 10,000,000 -
$ 145,625,000 155,756,000 10,131,000
$ 29,177,000 35,806,000 6,629,000
$ 286,459,000 316,723,000 30,264,000
$ 9,700,000 10,000,000 300,000
31,022,000 31,622,000 600,000
24,000,000 24,000,000 -
4,000,000 5,000,000 1,000,000
5,193,000 7,200,000 2,007,000
$ 73,915,000 77,822,000 3,907,000
$ 42,044,000 42,813,000 769,000
5,200,000 5,500,000 300,000
17,200,000 14,800,000 (2,400,000)
200,000 200,000 -
188,391,200 170,280,000 (18,111,200)
5,200,000 19,500,000 14,300,000
47,050,000 53,000,000 5,950,000
$ 305,285,200 306,093,000 807,800
$ 840,461,200 892,200,000 51,738,800
$ 662,800,000 669,300,000 6,500,000
19,800,000 21,200,000 1,400,000
83,800,000 87,700,000 3,900,000
12,000,000 12,000,000 -
47,000,000 52,000,000 5,000,000
0 50,000,000 50,000,000
$ 825,400,000 892,200,000 66,800,000
$ 15,061,200 - (15,061,200)
$ 840,461,200 892,200,000 51,738,800




Comparison of Appropriations by Funding Sources
Fiscal Years 2007-2008 and 2008-2009

STATE FUNDS
Administration
Equipment Purchases
Highway Maintenance
State Construction
Federal Aid Construction

Total State Funds

BOND AUTHORIZATIONS
State Construction
Federal Aid Construction

Total Bond Authorizations

FEDERAL AID
Federal Aid Construction

LOCAL GOVERNMENTS
Highway Maintenance
State Construction
Federal Aid Construction

Total Local Governments

GRAND TOTAL
Administration
Equipment Purchases
Highway Maintenance
State Construction
Federal Aid Construction

Grand Total

Department of Transportation

2007-2008 2008-2009 Difference

$ 145,625,000 155,756,000 10,131,000
29,177,000 35,806,000 6,629,000
286,459,000 316,723,000 30,264,000
73,915,000 77,822,000 3,907,000
221,485,200 218,393,000 (3,092,200)

$ 756,661,200 804,500,000 47,838,800
$ 0 0 0
83,800,000 87,700,000 3,900,000

$ 83,800,000 87,700,000 3,900,000
$ 866,346,000 867,427,000 1,081,000
$ 1,100,000 1,100,000 0
13,848,000 15,048,000 1,200,000
25,485,000 26,650,000 1,165,000

$ 40,433,000 42,798,000 2,365,000
$ 145,625,000 155,756,000 10,131,000
29,177,000 35,806,000 6,629,000
287,559,000 317,823,000 30,264,000
87,763,000 92,870,000 5,107,000
1,197,116,200 1,200,170,000 3,053,800

$ 1,747,240,200 1,802,425,000 55,184,800




Lottery for Education Account
Summary of Appropriation Requirements, Revenues, and Reserves
Fiscal Years 2006-2007 Through 2010-2011

(Millions)
Actual Revised * Recomm. Projected
2006-2007  2007-2008  2008-2009  2009-2010  2010-2011
1. Appropriation Requirements:
Higher Education Scholarships Base $ 1917 % 2330 % 2380 $ 238.0 238.0
Scholarships Retention 2.75 GPA - - 5.3 11.4 13.3
TSAA Need-Based Scholarships - 10.0 18.0 18.0 24.0
Pre-Kindergarten Program 24.0 25.0 25.0 25.0 25.0
Administration and Other 2.6 4.1 4.1 4.1 4.1
Local Government Account 3.1 3.2 3.3 3.3 3.5
Total Appropriation Requirements $ 2214 $ 2753 $ 2937 $ 299.8 307.9
2. Current Revenue:
Net Education Lottery Proceeds $ 2720 % 2790 $ 2855 % 291.2 297.0
Lottery for Education Account - Interest 18.5 17.0 10.7 8.3 105
Local Government 1% Reserve - Interest 0.4 0.4 0.4 0.4 0.5
Total Current Revenue $ 2909 $ 2964 $ 2966 $ 2999 308.0
3. Net Available Current Revenue $ 695 $ 211 $ 29 % 0.1 0.1
4. Lottery for Education Reserve at June 30:
General Shortfall Reserve $ 500 $ 500 $ 500 $ 50.0 50.0
Unobligated Reserve 384.6 405.7 208.6 208.7 208.8
Local Government Reserve 9.6 12.7 16.0 19.3 22.8
Total Reserve at June 30 $ 4442 $ 4684 $ 2746 $  278.0 281.6
5. TSAA $200 M Lottery-Endowment Scholarships $ - $ - $ 90 $ 12.0 12.0
(Need-Based Scholarships; not included above)
(Dollars)
6. Scholarship Award Levels:
HOPE 4-Year Colleges $ 3800 $ 4000 $ 4000 $ 4,000 4,000
HOPE 2-Year Colleges 1,900 2,000 2,000 2,000 2,000
Wilder-Naifeh Technical Skills Grants 1,500 2,000 2,000 2,000 2,000

HOPE Scholarship Base Awards - 2006-2007 actual - 67,000; 2007-2008 revised estimate - 78,000; and

2008-2009 recommended estimate - 80,000.

7. 2008-2009 Program Improvements:
a. Scholarship Retention 2.75 GPA - 3,000 students.

b. TSAA Need-Based Scholarships - 9,000 students in 2008-2009.

c. TSAA Endowment Scholarships - 4,500 students in 2008-2009 and 6,000 in 2009-2010 and 2010-2011.

8. Interest Earnings:

a. Lottery for Education Account - Assumes 3.8% interest earnings in 2007-2008, 3.0% in 2008-2009 and 2009-2010,

and 3.5% in 2010-2011.

b. TSAA Endowment - Assumes 4.5% interest earnings in 2008-2009 and 6.0% in 2009-2010, and 2010-2011.

*

revenue estimate.

Revised 2007-2008 column reflects mid-year revised scholarship expenditure estimate and mid-year revised



I. Appropriation Requirements

Higher Education Scholarships Base

Lottery-Funded Education Programs
Comparison of Appropriation Requirements and State Revenues

Fiscal Years 2006-2007 Through 2010-2011

Actual
2006-2007

2007-2008 *

Budgeted

Revised

Recommended
2008-2009

Projected

2009-2010

2010-2011

$ 191,673,823

$ 223,300,000

$ 233,000,000

$ 238,000,000

$ 238,000,000

$ 238,000,000

Scholarships Retention 2.75 GPA - - - 5,300,000 11,400,000 13,300,000
TSAA Need-Based Scholarships - 10,000,000 10,000,000 18,000,000 18,000,000 24,000,000
Pre-Kindergarten Program ** 24,037,454 25,000,000 25,000,000 25,000,000 25,000,000 25,000,000
Tenn. Higher Education Commission ** 465,071 521,400 521,400 521,400 521,400 521,400
Tenn. Student Assistance Corp. ** 2,079,751 2,438,800 2,438,800 2,438,800 2,438,800 2,438,800
Education - E-Transcripts for THEC ** - 800,100 800,100 808,100 808,100 808,100
Education - Lottery Scholarship Day ** - 23,000 23,000 23,000 23,000 23,000
Comptroller - Pre-K Longitudinal Study ** - 250,000 250,000 250,000 250,000 250,000
Rounding - 66,700 66,700 58,700 58,700 58,700

Sub-Total Lottery for Education Acct.
After-School Programs

Total Appropriation Requirements

Il. Available Revenues and Reserves

Net Education Lottery Proceeds

$ 218,256,099

$ 262,400,000

$ 272,100,000

$ 290,400,000

$ 296,500,000

$ 304,400,000

14,733,805

8,800,000

8,800,000

12,900,000

12,900,000

12,900,000

$ 232,989,904

$ 271,200,000

$ 280,900,000

$ 303,300,000

$ 309,400,000

$ 317,300,000

$ 271,968,000

$ 272,100,000

$ 279,000,000

$ 285,500,000

$ 291,200,000

$ 297,000,000

Lottery for Education Account - Interest 18,539,540 21,000,000 17,000,000 10,700,000 8,300,000 10,500,000
Local Government 1% Reserve - Interest 392,679 400,000 400,000 400,000 400,000 500,000
Unclaimed Prizes (After-School Programs) 10,436,000 12,500,000 12,500,000 12,500,000 12,500,000 12,500,000
After-School Programs - Interest Earnings 509,121 400,000 400,000 400,000 400,000 400,000
General Shortfall Reserve @ prior 6-30 50,000,000 50,000,000 50,000,000 50,000,000 50,000,000 50,000,000
Local Government 1% Reserve @ prior 6-30 6,438,215 9,550,574 9,550,574 12,740,574 15,995,574 19,307,574
Lottery for Education Account @ prior 6-30 315,042,015 384,573,776 384,573,776 405,683,776 208,628,776 208,716,776
Transfer to TSAA Need-Based Endowment - - - (200,000,000) - -

Unclaimed Prizes @ prior 6-30 12,591,801 8,803,117 8,803,117 12,903,117 12,903,117 12,903,117

Total Available Revenues and Reserves

1ll. Available Funds at June 30

$ 685,917,371

$ 759,327,467

$ 762,227,467

$ 590,827,467

$ 600,327,467

$ 611,827,467

General Shortfall Reserve $ 50,000,000 $ 50,000,000 $ 50,000,000 $ 50,000,000 $ 50,000,000 $ 50,000,000
Lottery for Education Account 384,573,776 412,552,776 405,683,776 208,628,776 208,716,776 208,846,776
Local Government 1% Reserve 9,550,574 12,671,574 12,740,574 15,995,574 19,307,574 22,777,574
After-School Programs Reserve 8,803,117 12,903,117 12,908,117 12,908,117 12,908,117 12,908,117

Total Available Funds @ June 30

$ 452,927,467

$ 488,127,467

$ 481,327,467

$ 287,527,467

$ 290,927,467

$ 294,527,467

TSAA $200 M Lottery-Endowment Scholarships
(Need-Based Scholarships; not included above)

$ 9,000,000

$ 12,000,000

$ 12,000,000

* 2007-2008 - Budgeted column reflects budgeted appropriations and revenue estimate. Revised column reflects mid-year revised scholarship
expenditure estimate and mid-year revised revenue estimate.

** Estimated in departmental revenues of affected agencies.



Comparison of Programs
Fiscal Years 2006-2007, 2007-2008, and 2008-2009

Allot. Actual Estimated Recommended Act. vs Est. Est. vs Rec.
Code Department 2006-2007 2007-2008 2008-2009 Difference Difference
301 Legislature $ 33,791,700 $ 40,057,200 $ 39,335,300 $ 6,265,500 $ (721,900)
Appropriation 33,388,300 39,919,700 39,197,800 6,531,400 (721,900)
Current Services and Other Revenue 403,400 137,500 137,500 (265,900) 0
301.50 Fiscal Review Committee $ 1,020,900 $ 1,345,200 $ 1,340,700 $ 324,300 $ (4,500)
Appropriation 1,020,900 1,345,200 1,340,700 324,300 (4,500)
302 Court System $ 108,461,500 $ 117,998,813 $ 115,979,800 $ 9,537,313 $ (2,019,013)
Appropriation 102,203,100 112,931,002 111,264,500 10,727,902 (1,666,502)
Federal 406,400 200,000 200,000 (206,400) 0
Current Services and Other Revenue 5,852,000 4,867,811 4,515,300 (984,189) (352,511)
303 Attorney General and Reporter $ 29,515,300 $ 38,186,600 $ 37,059,100 $ 8,671,300 $ (1,127,500)
Appropriation 20,280,400 25,578,600 24,447,400 5,298,200 (1,131,200)
Current Services and Other Revenue 9,234,900 12,608,000 12,611,700 3,373,100 3,700
304 District Attorneys General $ 80,703,900 $ 91,897,000 $ 92,074,500 $ 11,193,100 $ 177,500
Appropriation 58,567,000 68,163,400 68,959,800 9,596,400 796,400
Current Services and Other Revenue 22,136,900 23,733,600 23,114,700 1,596,700 (618,900)
305 Secretary of State $ 51,942,300 $ 85,913,900 $ 64,846,600 $ 33,971,600 $ (21,067,300)
Appropriation 23,686,900 50,823,600 30,782,000 27,136,700 (20,041,600)
Federal 14,697,700 23,806,700 23,406,700 9,109,000 (400,000)
Current Services and Other Revenue 13,557,700 11,283,600 10,657,900 (2,274,100) (625,700)
306 District Public Defenders $ 35,110,500 $ 40,840,700 $ 40,965,400 $ 5,730,200 $ 124,700
Appropriation 33,743,800 39,522,500 39,647,200 5,778,700 124,700
Current Services and Other Revenue 1,366,700 1,318,200 1,318,200 (48,500) 0
307 Comptroller of the Treasury $ 77,749,600 $ 101,306,200 $ 97,481,900 $ 23,556,600 $ (3,824,300)
Appropriation 67,234,700 90,645,500 86,861,000 23,410,800 (3,784,500)
Current Services and Other Revenue 10,514,900 10,660,700 10,620,900 145,800 (39,800)
308 Post-Conviction Defender $ 1,354,700 $ 1,819,200 $ 1,955,100 $ 464,500 $ 135,900
Appropriation 1,354,500 1,819,200 1,955,100 464,700 135,900
Current Services and Other Revenue 200 0 0 (200) 0
309 Treasury Department $ 18,999,800 $ 27,196,800 $ 26,897,300 $ 8,197,000 $ (299,500)
Appropriation 426,500 674,600 625,500 248,100 (49,100)
Current Services and Other Revenue 18,573,300 26,522,200 26,271,800 7,948,900 (250,400)
313 Claims and Compensation $ 80,682,900 $ 100,488,200 $ 98,830,000 $ 19,805,300 $ (1,658,200)
Appropriation 10,149,100 14,500,000 10,260,000 4,350,900 (4,240,000)
Federal 6,743,700 5,055,000 5,595,000 (1,688,700) 540,000
Current Services and Other Revenue 63,790,100 80,933,200 82,975,000 17,143,100 2,041,800
315 Executive Department $ 3,493,600 $ 4,665,100 $ 4,666,300 $ 1,171,500 $ 1,200

Appropriation 3,493,600 4,665,100 4,666,300 1,171,500 1,200



Comparison of Programs

Fiscal Years 2006-2007, 2007-2008, and 2008-2009

Allot. Actual Estimated Recommended Act. vs Est. Est. vs Rec.
Code Department 2006-2007 2007-2008 2008-2009 Difference Difference
316 Commissions 281,855,400 389,128,000 384,048,400 107,272,600 (5,079,600)
Appropriation 31,693,100 37,781,700 34,784,300 6,088,600 (2,997,400)

Federal 200,375,100 282,406,800 279,958,500 82,031,700 (2,448,300)

Current Services and Other Revenue 49,787,200 68,939,500 69,305,600 19,152,300 366,100

317 Finance and Administration (F&A) 243,349,800 345,832,900 284,013,500 102,483,100 (61,819,400)
Appropriation 26,050,700 56,546,200 37,443,500 30,495,500 (19,102,700)

Federal 22,576,800 32,766,700 27,029,300 10,189,900 (5,737,400)

Current Services and Other Revenue 194,722,300 256,520,000 219,540,700 61,797,700 (36,979,300)

State Health Planning 2,951,400 37,419,600 1,456,000 34,468,200 (35,963,600)
Appropriation 112,800 17,887,700 1,456,000 17,774,900 (16,431,700)

Federal 1,060,400 972,200 0 (88,200) (972,200)

Current Services and Other Revenue 1,778,200 18,559,700 0 16,781,500 (18,559,700)

Criminal Justice Programs 28,279,900 38,337,000 31,370,200 10,057,100 (6,966,800)
Appropriation 7,446,800 8,997,700 8,500,300 1,550,900 (497,400)

Federal 18,029,700 27,628,400 22,863,100 9,598,700 (4,765,300)

Current Services and Other Revenue 2,803,400 1,710,900 6,800 (1,092,500) (1,704,100)

Other F&A Programs 212,118,500 270,076,300 251,187,300 57,957,800 (18,889,000)
Appropriation 18,491,100 29,660,800 27,487,200 11,169,700 (2,173,600)

Federal 3,486,700 4,166,100 4,166,200 679,400 100

Current Services and Other Revenue 190,140,700 236,249,400 219,533,900 46,108,700 (16,715,500)

318 F&A - TennCare 7,092,733,800 7,611,304,700 7,570,991,600 518,570,900 (40,313,100)
Appropriation 2,259,005,900 2,696,188,300 2,679,563,900 437,182,400 (16,624,400)

Federal 4,566,651,200 4,648,245,100 4,671,699,900 81,593,900 23,454,800

Current Services and Other Revenue 267,076,700 266,871,300 219,727,800 (205,400) (47,143,500)

319 Human Resources 10,052,200 12,577,000 12,638,500 2,524,800 61,500
Appropriation 4,103,000 5,769,700 5,772,400 1,666,700 2,700

Current Services and Other Revenue 5,949,200 6,807,300 6,866,100 858,100 58,800

321 General Services 99,206,700 114,477,700 111,590,100 15,271,000 (2,887,600)
Appropriation 7,612,300 3,376,600 2,410,000 (4,235,700) (966,600)

Current Services and Other Revenue 91,594,400 111,101,100 109,180,100 19,506,700 (1,921,000)

323 Veterans Affairs 4,052,400 5,370,966 5,226,100 1,318,566 (144,866)
Appropriation 3,403,500 4,855,366 4,740,200 1,451,866 (115,166)

Federal 363,600 360,000 360,300 (3,600) 300

Current Services and Other Revenue 285,300 155,600 125,600 (129,700) (30,000)



Comparison of Programs
Fiscal Years 2006-2007, 2007-2008, and 2008-2009

Allot. Actual Estimated Recommended Act. vs Est. Est. vs Rec.
Code Department 2006-2007 2007-2008 2008-2009 Difference Difference
324 Board of Probation and Parole 71,465,800 84,314,900 83,436,700 12,849,100 $ (878,200)
Appropriation 69,614,400 82,285,200 82,302,000 12,670,800 16,800

Current Services and Other Revenue 1,851,400 2,029,700 1,134,700 178,300 (895,000)

325 Agriculture 79,871,400 114,232,900 113,207,300 34,361,500 $ (1,025,600)
Appropriation 54,636,000 94,085,100 94,464,800 39,449,100 379,700

Federal 12,217,900 11,292,500 9,888,900 (925,400) (1,403,600)

Current Services and Other Revenue 13,017,500 8,855,300 8,853,600 (4,162,200) (1,700)

326 Tourist Development 16,903,100 20,782,300 20,944,600 3,879,200 $ 162,300
Appropriation 11,244,100 13,771,700 13,776,700 2,527,600 5,000

Current Services and Other Revenue 5,659,000 7,010,600 7,167,900 1,351,600 157,300

327 Environment and Conservation 287,178,100 457,306,000 378,771,000 170,127,900 $ (78,535,000)
Appropriation 147,854,200 281,116,800 202,633,600 133,262,600 (78,483,200)

Federal 45,832,100 72,154,500 72,105,200 26,322,400 (49,300)

Current Services and Other Revenue 93,491,800 104,034,700 104,032,200 10,542,900 (2,500)

328 Wildlife Resources Agency 73,306,000 94,756,500 85,379,700 21,450,500 $ (9,376,800)
Appropriation 43,748,000 55,690,100 54,841,200 11,942,100 (848,900)

Federal 19,282,600 21,907,800 19,135,100 2,625,200 (2,772,700)

Current Services and Other Revenue 10,275,400 17,158,600 11,403,400 6,883,200 (5,755,200)

329 Correction 646,967,100 691,968,600 690,192,900 45,001,500 $ (1,775,700)
Appropriation 568,750,700 671,988,400 673,852,100 103,237,700 1,863,700

Federal 61,817,100 677,100 631,800 (61,140,000) (45,300)

Current Services and Other Revenue 16,399,300 19,303,100 15,709,000 2,903,800 (3,594,100)

330 Economic and Community Development 76,106,600 155,956,000 117,765,700 79,849,400 $ (38,190,300)
Appropriation 41,219,300 101,901,000 65,758,400 60,681,700 (36,142,600)

Federal 27,706,600 38,382,100 38,207,400 10,675,500 (174,700)

Current Services and Other Revenue 7,180,700 15,672,900 13,799,900 8,492,200 (1,873,000)

331 Education (K-12) 4,279,183,200 4,772,258,750 4,970,520,400 493,075,550 $ 198,261,650
Appropriation 3,378,725,500 3,816,540,250 4,019,145,300 437,814,750 202,605,050

Federal 839,163,100 905,891,700 905,894,500 66,728,600 2,800

Current Services and Other Revenue 61,294,600 49,826,800 45,480,600 (11,467,800) (4,346,200)
Lottery-Funded Programs ! 39,742,000 33,800,000 37,900,000 (5,942,000) $ 4,100,000
Appropriation 14,733,800 8,800,000 12,900,000 (5,933,800) 4,100,000

Current Services and Other Revenue 25,008,200 25,000,000 25,000,000 (8,200) 0

Other Education (K-12) Programs ! $  4,239,441,200 4,738,458,750 4,932,620,400 499,017,550 $ 194,161,650
Appropriation 3,363,991,700 3,807,740,250 4,006,245,300 443,748,550 198,505,050

Federal 839,163,100 905,891,700 905,894,500 66,728,600 2,800

Current Services and Other Revenue 36,286,400 24,826,800 20,480,600 (11,459,600) (4,346,200)



Comparison of Programs
Fiscal Years 2006-2007, 2007-2008, and 2008-2009

Allot. Actual Estimated Recommended Act. vs Est. Est. vs Rec.
Code Department 2006-2007 2007-2008 2008-2009 Difference Difference
332 Higher Education $ 3,154,647,300 3,384,290,900 3,441,337,300 229,643,600 57,046,400
Appropriation 1,476,170,300 1,639,461,400 1,680,392,100 163,291,100 40,930,700

Federal 191,307,500 211,931,300 212,137,200 20,623,800 205,900

Current Services and Other Revenue 541,971,600 522,972,000 529,012,000 (18,999,600) 6,040,000

Tuition and Student Fees 945,197,900 1,009,926,200 1,019,796,000 64,728,300 9,869,800

Lottery for Education Account ! $ 218,256,100 262,400,000 290,400,000 44,143,900 28,000,000
Appropriation 218,256,100 262,400,000 290,400,000 44,143,900 28,000,000

Other Higher Education Programs ! $ 2,936,391,200 3,121,890,900 3,150,937,300 185,499,700 29,046,400
Appropriation 1,257,914,200 1,377,061,400 1,389,992,100 119,147,200 12,930,700

Federal 191,307,500 211,931,300 212,137,200 20,623,800 205,900

Current Services and Other Revenue 541,971,600 522,972,000 529,012,000 (18,999,600) 6,040,000

Tuition and Student Fees 945,197,900 1,009,926,200 1,019,796,000 64,728,300 9,869,800

335 Commerce and Insurance $ 121,269,300 143,436,200 138,550,500 22,166,900 (4,885,700)
Appropriation 77,893,400 87,599,600 87,942,900 9,706,200 343,300

Federal 873,300 316,200 235,000 (557,100) (81,200)

Current Services and Other Revenue 42,502,600 55,520,400 50,372,600 13,017,800 (5,147,800)

336 Financial Institutions $ 12,662,200 16,254,400 16,268,500 3,592,200 14,100
Appropriation 3,140,700 8,193,500 8,203,700 5,052,800 10,200

Current Services and Other Revenue 9,521,500 8,060,900 8,064,800 (1,460,600) 3,900

337 Labor and Workforce Development $ 191,787,400 233,718,700 227,481,700 41,931,300 (6,237,000)
Appropriation 34,288,800 45,642,600 43,123,600 11,353,800 (2,519,000)

Federal 129,744,900 158,198,500 145,096,200 28,453,600 (13,102,300)

Current Services and Other Revenue 27,753,700 29,877,600 39,261,900 2,123,900 9,384,300

339 Mental Health and Developmental

Disabilities $ 309,916,900 337,596,800 333,387,900 27,679,900 (4,208,900)
Appropriation 170,319,400 180,282,400 179,099,200 9,963,000 (1,183,200)

Federal 61,835,500 64,434,400 63,586,300 2,598,900 (848,100)

Current Services and Other Revenue 77,762,000 92,880,000 90,702,400 15,118,000 (2,177,600)
341 Military $ 99,805,500 132,337,900 112,499,400 32,532,400 (19,838,500)
Appropriation 13,592,200 18,653,400 15,596,300 5,061,200 (3,057,100)
Federal 81,202,000 111,588,300 94,886,900 30,386,300 (16,701,400)

Current Services and Other Revenue 5,011,300 2,096,200 2,016,200 (2,915,100) (80,000)
343 Health $ 519,785,400 583,466,900 556,588,400 63,681,500 (26,878,500)
Appropriation 161,171,200 215,889,200 205,020,200 54,718,000 (10,869,000)
Federal 225,566,100 236,080,700 224,521,800 10,514,600 (11,558,900)
Current Services and Other Revenue 133,048,100 131,497,000 127,046,400 (1,551,100) (4,450,600)
344 F&A - Mental Retardation Services $ 840,703,000 857,748,300 849,544,700 17,045,300 (8,203,600)
Appropriation 92,827,800 75,646,700 80,513,500 (17,181,100) 4,866,800

Federal 1,250,500 2,168,600 2,170,200 918,100 1,600
Current Services and Other Revenue 746,624,700 779,933,000 766,861,000 33,308,300 (13,072,000)



Comparison of Programs

Fiscal Years 2006-2007, 2007-2008, and 2008-2009

Allot. Actual Estimated Recommended Act. vs Est. Est. vs Rec.
Code Department 2006-2007 2007-2008 2008-2009 Difference Difference
345 Human Services $ 1,952,428,600 2,005,648,485 2,004,406,800 53,219,885 (1,241,685)
Appropriation 156,250,200 192,659,074 183,486,700 36,408,874 (9,172,374)

Federal 1,638,723,600 1,668,245,811 1,677,122,400 29,522,211 8,876,589

Current Services and Other Revenue 157,454,800 144,743,600 143,797,700 (12,711,200) (945,900)
Temporary Cash Assistance $ 132,199,400 143,312,500 125,255,300 11,113,100 (18,057,200)
Appropriation 31,744,800 33,275,800 19,459,100 1,531,000 (13,816,700)

Federal 98,381,900 106,419,300 102,179,000 8,037,400 (4,240,300)

Current Services and Other Revenue 2,072,700 3,617,400 3,617,200 1,544,700 (200)

Food Stamp Benefits $ 988,324,800 1,025,597,100 1,028,891,500 37,272,300 3,294,400

Federal 988,324,800 1,025,597,100 1,028,891,500 37,272,300 3,294,400

Other Human Services Programs $ 831,904,400 836,738,885 850,260,000 4,834,485 13,521,115
Appropriation 124,505,400 159,383,274 164,027,600 34,877,874 4,644,326

Federal 552,016,900 536,229,411 546,051,900 (15,787,489) 9,822,489

Current Services and Other Revenue 155,382,100 141,126,200 140,180,500 (14,255,900) (945,700)

347 Revenue $ 100,530,200 113,523,300 111,618,500 12,993,100 (1,904,800)
Appropriation 76,373,100 90,096,400 86,976,600 13,723,300 (3,119,800)

Federal 1,300 22,000 22,000 20,700 0

Current Services and Other Revenue 24,155,800 23,404,900 24,619,900 (750,900) 1,215,000

348 Tennessee Bureau of Investigation $ 59,583,300 61,843,800 62,607,900 2,260,500 764,100
Appropriation 33,956,600 38,505,600 40,197,400 4,549,000 1,691,800

Federal 10,737,200 9,693,400 9,715,600 (1,043,800) 22,200

Current Services and Other Revenue 14,889,500 13,644,800 12,694,900 (1,244,700) (949,900)

349 Safety $ 147,190,400 171,333,000 198,271,000 24,142,600 26,938,000
Appropriation 96,974,100 116,427,700 123,690,800 19,453,600 7,263,100

Federal 5,467,500 8,162,300 8,841,800 2,694,800 679,500

Current Services and Other Revenue 44,748,800 46,743,000 65,738,400 1,994,200 18,995,400
350 Cover Tennessee Health Care Programs $ 59,617,700 162,639,600 160,018,200 103,021,900 (2,621,400)
Appropriation 23,824,200 96,031,500 73,063,600 72,207,300 (22,967,900)

Federal 793,500 66,408,100 86,754,600 65,614,600 20,346,500

Current Services and Other Revenue 35,000,000 200,000 200,000 (34,800,000) 0

351 Miscellaneous Appropriations $ 29,863,900 71,184,500 138,872,500 41,320,600 67,688,000
Appropriation 29,863,900 71,184,500 138,847,500 41,320,600 67,663,000

Current Services and Other Revenue 0 0 25,000 0 25,000

353 Emergency and Contingency Fund $ 0 819,300 819,300 819,300 0
Appropriation 0 819,300 819,300 819,300 0

355 State Building Commission $ 174,500 400,000 400,000 225,500 0
Appropriation 133,000 250,000 250,000 117,000 0

Current Services and Other Revenue 41,500 150,000 150,000 108,500 0



Comparison of Programs

Fiscal Years 2006-2007, 2007-2008, and 2008-2009

Allot. Actual Estimated Recommended Act. vs Est. Est. vs Rec.
Code Department 2006-2007 2007-2008 2008-2009 Difference Difference
359 Children's Services $ 660,175,200 $ 683,688,700 $ 689,642,100 $ 23,513,500 $ 5,953,400
Appropriation 325,529,300 339,220,700 341,290,500 13,691,400 2,069,800

Federal 111,567,400 115,609,500 117,900,800 4,042,100 2,291,300

Current Services and Other Revenue 223,078,500 228,858,500 230,450,800 5,780,000 1,592,300

Grand Total - General Fund $ 22,045,199,100 $ 24,481,912,914 $ 24,492,473,200 $ 2,436,713,814 $ 10,560,286
Appropriation 9,775,517,700 11,589,048,392 11,680,009,600 1,813,530,692 90,961,208

Federal 8,276,904,200 8,696,005,111 8,697,103,400 419,100,911 1,098,289

Current Services and Other Revenue 3,047,579,300 3,186,933,211 3,095,564,200 139,353,911 (91,369,011)

Tuition and Student Fees 945,197,900 1,009,926,200 1,019,796,000 64,728,300 9,869,800

400 Transportation $ 1,524,763,700 $ 1,747,240,200 $ 1,802,425,000 $ 222,476,500 $ 55,184,800
Appropriation 814,102,500 2 756,661,200 804,500,000 (57,441,300) 47,838,800

Federal 667,938,300 866,346,000 867,427,000 198,407,700 1,081,000

Current Services and Other Revenue 42,722,900 40,433,000 42,798,000 (2,289,900) 2,365,000

Bonds 0 83,800,000 87,700,000 83,800,000 3,900,000

Debt Service Requirements
Appropriation

Capital Outlay Program
Appropriation
Federal

Current Services and Other Revenue
Bonds

Facilities Revolving Fund
Appropriation

Current Services and Other Revenue
Bonds

Cities & Counties - State Shared Taxes

Appropriation

Total State Budget - All Programs

Appropriation
Federal

Current Services and Other Revenue

Tuition and Student Fees
Bonds

! Included in departmental total.

$ 325,166,000

$ 329,342,000

$ 321,189,000

$ 4,176,000

$ (8,153,000)

325,166,000 329,342,000 321,189,000 4,176,000 (8,153,000)

$ 345,190,000 $ 453,514,200 $ 230,666,000 $ 108,324,200 $(222,848,200)
214,721,000 2 264,114,200 163,500,000 49,393,200 (100,614,200)
23,663,000 0 0 (23,663,000) 0
106,806,000 38,700,000 67,166,000 (68,106,000) 28,466,000

0 150,700,000 0 150,700,000 (150,700,000)

$ 148,031,800

$ 197,103,800

$ 167,965,000

$ 49,072,000

$ (29,138,800)

7,673,600 13,464,800 11,964,800 5,791,200 (1,500,000)
140,358,200 3 123,139,000 132,000,200 (17,219,200) 8,861,200

0 60,500,000 24,000,000 60,500,000 (36,500,000)

$ 815,832,700 $ 840,000,000 $ 863,700,000 $ 24,167,300 $ 23,700,000
815,832,700 840,000,000 863,700,000 24,167,300 23,700,000

$ 25,204,183,300

$ 28,049,113,114

$ 27,878,418,200

$ 2,844,929,814

$(170,694,914)

11,953,013,500
8,968,505,500
3,337,466,400
945,197,900

0

2 Includes tax revenues and bonds in Actual 2006-2007.

13,792,630,592
9,562,351,111
3,389,205,211
1,009,926,200
295,000,000

% Includes departmental revenues and bonds in Actual 2006-2007.

13,844,863,400
9,564,530,400
3,337,528,400
1,019,796,000
111,700,000

1,839,617,092
593,845,611
51,738,811
64,728,300
295,000,000

52,232,808
2,179,289
(51,676,811)
9,869,800

(183,300,000)



Summary Comparison of Tennessee Personal Income
and Appropriations from State Tax Revenues
Fiscal Years 1977-1978, 2007-2008, and 2008-2009

TABLE 1

Tennessee Personal Income
Calendar Years 1977, 2007, and 2008
(Dollars in Millions)

Personal Percentage
Year Income Growth
1977 $ 26,795 -
2007 205,076 5.12
2008 214,477 4.58
TABLE 2

Appropriations from State Tax Revenues
Fiscal Years 1977-78, 2007-2008, and 2008-2009
(Dollars in Millions)

Percentage
Year Appropriations Growth
1977-1978 $ 1,747.3 -
2007-2008 12,157.1 3.53
2008-2009 12,628.7 3.88

Note: This statement is presented in compliance with Tennessee Code Annotated,
Title 9, Chapter 4, Part 52, relating to the calculation of estimated rate of
growth of the state's economy and the appropriation of state revenue as
required by the Tennessee Constitution, Article 1, Section 24, the
constitutional spending limitation.




General Fund and Education Fund
Supplemental Appropriations
Fiscal Year 2007-2008

2007-2008
Court System
Guardian ad Litem $ 2,000,000
Indigent Defendants Counsel 3,000,000
Administrative Office of the Courts - General Sessions Judges Conference -
Earmarked Privilege Tax 25,000
Sub-Total Court System $ 5,025,000
Claims and Compensation
Criminal Injuries Compensation Fund - General Fund Subsidy 1,800,000
Economic and Community Development
Fast Track Infrastructure and Job Training Assistance 6,900,000
Military
TEMA - Emergency Management - Federal Grant $967,200 - State Match $ 967,200
Homeland Security Grants - Public Safety Interoperability -
Federal Grant $17,540,800 - State Match 3,508,100
Sub-Total Military $ 4,475,300
Tennessee Bureau of Investigation
DNA Analysis - 2007 Johnia Berry Act 300,000
Miscellaneous Appropriations
Former Governors and Widows of Former Governors Pensions $ 10,000
Rent - Human Services - Federal A-87 Rate - Existing space 363,500
Rent - Facilities Revolving Fund - Other Agencies 291,300
State Employees - Meal and Lodging Rates 400,000
Sub-Total Miscellaneous Appropriations $ 1,064,800
Total Supplemental Appropriations $ 19,565,100




General Fund and Education Fund

Base Budget Reductions
from State Appropriations

Fiscal Year 2008-2009

The recommended budget reflects the following recurring base budget reductions from the recurring current-year enacted
state appropriations.

TennCare Program

318.00
318.66
318.67
318.67
318.66
318.66
318.66
318.67
318.67
318.66

318.67
318.67
318.68

Federal Medicaid Match Rate from 63.695% to 64.138%

Adult Home Health / Private Duty Nurse - Cap at Nursing Home Cost

Medicare Crossover Reimbursement Methodology - Ambulance

Medicare Crossover Reimbursement Methodology - Durable Medical Equipment
Reimbursement Method - Eliminate Percent of Billed Charges in MCOs

Less: Base Increase - Pharmacy Trends - 3.05%

Less: Base Increase - Medical Trends

Less: Base Increase - Medicare Parts A and B Cost Sharing Increases - 3.1%

Less: Base Increase - PACE in Hamilton Co.

Less: Base Increase - Loss of Premiums
Sub-Total TennCare
TennCare for MR - Main Waiver - FY 08 Normal Growth (65 less 100 Clients)

TennCare for MR - Main Waiver - FY 09 Normal Growth (79 less 100 Clients)
TennCare for MR - ICF-MR Tax Reduction

Total TennCare

Cover Tennessee Health Care Programs

350.30

350.60

350.50

329.99

345.00

Cover Tennessee - Enrollment Adjustment - Base @ $12,369,800
CoverRX - Enrollment Adjustment - Base @ $8,688,500
Less: Base Increase - CoverKids - Enrollment Adjust. - Base @ $28,956,100

Sub-Total Cover Tennessee Health Care Programs

Correction - Sentencing Act Reduction - Offsets $6,188,500 Morgan Co.
Prison Operational Improvement 2008-2009

Human Services - TANF Caseload Decline - Base Request

Children's Services Department

359.20
359.35
359.65

307.50

309.01
313.03
325.01
327.00

327.12
331.10

Children's Services - Family Support Services - Grant Efficiencies
Children's Services - Needs Assessment - Redirect Funds

Children's Services - Group Homes Case Management (-8 FT)

Sub-Total Children's Services

Comptroller - Telecomm. Ad Valorem Tax Equity Fund - Base Request -
Sales Tax Reconciliation

Treasurer's Office - Departmental Revenue - Base Request
Criminal Injuries Fund - Federal Revenue Growth - Base Request
Agriculture - Departmental Revenue Growth - Base Request

Environment and Conservation - Environmental Field Office -
To Fund Rent (-1 FT)

Environment and Conservation - State Parks Housing Policy

Career Ladder - Estimated Excess

General Dedicated

Fund Funds Total
$ 29,109,200 - $ 29,109,200
31,501,100 - 31,501,100
4,090,500 - 4,090,500
8,566,800 - 8,566,800
1,793,100 - 1,793,100
(6,488,000) - (6,488,000)
(25,924,900) - (25,924,900)
(1,961,300) - (1,961,300)
(223,400) - (223,400)
(15,000,000) - (15,000,000)
$ 25,463,100 - $ 25,463,100
319,900 - 319,900
660,800 - 660,800
466,200 - 466,200
$ 26,910,000 - $ 26,910,000
$ 21,630,200 - $ 21,630,200
8,273,700 - 8,273,700
(6,936,000) - (6,936,000)
$ 22,967,900 - $ 22,967,900
6,188,500 - 6,188,500
4,275,000 - 4,275,000
$ 138,000 - 0% 138,000
1,089,000 - 1,089,000
408,300 - 408,300
$ 1,635,300 - $ 1,635,300
3,482,100 - 3,482,100
49,200 - 49,200
- 540,000 540,000
155,800 - 155,800
48,400 115,000 163,400
501,500 - 501,500
500,000 - 500,000



339.03
347.13
347.00
351.00
351.00

General Fund and Education Fund

Base Budget Reductions
from State Appropriations
Fiscal Year 2008-2009

Mental Health - ADAT Funds - Revenue Reconciliation - Base Request
Revenue Dept. - License Plate Production - Highway Fund Savings
Revenue Dept. - Local Option Sales Tax Growth - Base Request

MTA Downtown Parking Alternative @ $500,000 ($700,000 Excess)
Miscellaneous Appropriations - Net Reduction

Total Budget File

Budget Overview

300.00
300.00

TCRS Retirement Rate Reduction - State Agencies and Higher Education

Edison - Paycheck Stub Discontinuation Savings

Grand Total Base Budget Reductions

General Dedicated

Fund Funds Total
899,200 - 899,200
2,400,000 - 2,400,000
1,015,000 - 1,015,000
700,000 - 700,000
1,763,000 - 1,763,000
$ 73,490,900 655,000 $ 74,145,900
12,100,000 - 12,100,000
180,000 - 180,000
$ 85,770,900 655,000 $ 86,425,900




General Fund and Education Fund
Base Budget Adjustments

to State Appropriations
2008-2009 Fiscal Year

The recommended budget reflects the following recurring base budget increases from the recurring current-year
enacted state appropriations.

302.08

302.27

316.11

327.00

328.00

328.01

331.19

332.19

336.00

343.10

300.00

Court System - Child Support Referees - Benefits Costs

Court System - General Sessions Judges Conference - Earmarked Privilege Tax
Tennessee Regulatory Authority - Indirect Costs

Environment and Conservation - Environmental Field Office - Rent / Space
Tennessee Wildlife Resources Agency - Base Request

Tennessee Wildlife Resources Agency - License Agent Accounting Change
Education - After School Programs @ 12.9 M

Higher Education - Lottery for Education - Base Scholarship Estimate @ $238 M
Financial Institutions - Disaster Recovery

Health-Related Boards - Pharmacy Board Reorganization

Various Agencies - Rent Adjustments:

a. Economic Council on Women

b. Comptroller - Municipal Audit

c. Environment and Conservation - Existing Office Storage Space

d. Safety - Drivers License Office - W. R. Snodgrass TN Tower
Sub-Total Rent Adjustments

Total Base Budget Adjustments

Dedicated
Funds

Total

355,300
115,000
85,500
84,000
1,500,000
14,700,000
4,500

223,100

$ 18,198
25,000
355,300
163,400
85,500
84,000
1,500,000
14,700,000
4,500
223,100

$ 19,600
122,100

95,400
25,600

$ 262,700

$ 17,067,400

$17,421,698




Comparison of Authorized Positions
State Agencies and Higher Education
Fiscal Years 2007-2008 and 2008-2009

I. STATE AGENCIES *

General Fund
Full-time
Part-time
Seasonal

Department of Transportation
Full-time
Part-time
Seasonal

Total State Agencies
Full-time
Part-time
Seasonal

II. HIGHER EDUCATION

Total Positions
Full-time Equivalent:
Administrative
Professional
Faculty
Clerical and Support
Part-time

Ill. STATE AGENCIES & HIGHER EDUCATION

Total Positions
Full-time **
Part-time
Seasonal

2007-2008 2008-2009 Difference
49,730 49,837 107
47,079 47,186 107

2,033 2,033 0
618 618 0
4,944 4,947 3
4,944 4,947 3
0 0 0

0 0 0
54,674 54,784 110
52,023 52,133 110
2,033 2,033 0
618 618 0
24,714 24,716 2
1,436 1,438 2
5,141 5,141 0
9,227 9,227 0
8,908 8,908 0
2 2 0
79,388 79,500 112
76,735 76,847 112
2,035 2,035 0
618 618 0

* State Agencies, excluding Tennessee Higher Education Commission (THEC), Tennessee
Student Assistance Corporation (TSAC), and Foreign Language Institute.

** Full-time includes Higher Education's full-time personnel.



Personnel and Funding Summary
All Programs

STATE AGENCIES - GENERAL FUND *

Full-time Personnel
Part-time
Seasonal

TOTAL

Expenditures
Payroll
Operational
TOTAL

Funding
State
Federal
Other

HIGHER EDUCATION **

Full-time Equivalent Personnel:
Administrative
Professional
Faculty
Clerical and Support
Part-time
TOTAL

Funding
State
Federal
Other
Tuition/Fees
TOTAL

Actual Estimated Recommended
2006-2007 2007-2008 2008-2009
45,871 47,079 47,186
2,225 2,033 2,033

677 618 618
48,773 49,730 49,837

$  2,384,933,800
16,465,876,000

$ 2,708,225,948
18,355,596,066

$ 2,721,202,500
18,292,033,400

$ 18,850,809,800

$ 8,284,613,600
8,085,596,700

$ 21,063,822,014

$ 9,940,786,992
8,484,073,811

$ 21,013,235,900

$ 9,986,717,500
8,484,966,200

2,480,599,500 2,638,961,211 2,541,552,200
1,415 1,436 1,438

4,821 5,141 5,141

8,981 9,227 9,227

8,683 8,908 8,908

2 2 2

23,902 24,714 24,716

$ 1,257,914,200
191,307,500
541,971,600
945,197,900

$ 1,377,061,400
211,931,300
522,972,000
1,009,926,200

$ 1,389,992,100
212,137,200
529,012,000
1,019,796,000

$ 2,936,391,200

EDUCATION LOTTERY-FUNDED PROGRAMS

Funding
State
Other
TOTAL

GRAND TOTAL - GENERAL FUND

Full-time Personnel ***
Part-time
Seasonal

TOTAL

Expenditures
Payroll
Operational
Higher Education
Lottery-Funded Programs

TOTAL

$ 232,989,900
25,008,200

$ 3,121,890,900

$ 271,200,000
25,000,000

$ 3,150,937,300

$ 303,300,000
25,000,000

$ 257,998,100

$ 296,200,000

$ 328,300,000

69,771 71,791 71,900
2,227 2,035 2,035
677 618 618
72,675 74,444 74,553

$  2,384,933,800
16,465,876,000
2,936,391,200
257,998,100

$ 2,708,225,948
18,355,596,066
3,121,890,900
296,200,000

$ 2,721,202,500
18,292,033,400
3,150,937,300
328,300,000

$ 22,045,199,100

$ 24,481,912,914

$ 24,492,473,200

* State Agencies, excluding Tennessee Higher Education Commission (THEC), Tennessee Student

Assistance Corporation (TSAC), and Foreign Language Institute.
** Higher Education, excluding Education Lottery-funded programs.

*** Eyll-time includes Higher Education's full-time personnel.



Personnel and Funding Summary
All Programs

Actual Estimated
2006-2007 2007-2008

Recommended
2008-2009

Funding
State
Federal
Other *

DEPARTMENT OF TRANSPORTATION

Full-time Personnel
Part-time
Seasonal

TOTAL

Expenditures
Payroll
Operational
TOTAL

Funding
State
Federal
Other

GRAND TOTAL - ALL PROGRAMS

Full-time Personnel **
Part-time
Seasonal

TOTAL

Expenditures
Payroll
Operational
Higher Education

Lottery-Funded Programs

TOTAL

Funding
State
Federal
Other *

$ 9,775517,700
8,276,904,200
3,992,777,200

$ 11,589,048,392
8,696,005,111
4,196,859,411

$ 11,680,009,600
8,697,103,400
4,115,360,200

4,944 4,944 4,947
0 0 0
0 0 0
4,944 4,944 4,947

$ 219,207,000
1,305,556,700

$ 255,672,800
1,491,567,400

$ 268,396,900
1,534,028,100

$ 1,524,763,700

$ 814,102,500

$ 1,747,240,200

$ 840,461,200

$ 1,802,425,000

$ 892,200,000

667,938,300 866,346,000 867,427,000
42,722,900 40,433,000 42,798,000
74,715 76,735 76,847
2,227 2,035 2,035

677 618 618

77,619 79,388 79,500

$ 2,604,140,800
17,771,432,700
2,936,391,200
257,998,100

$ 2,963,898,748
19,847,163,466
3,121,890,900
296,200,000

$  2,989,599,400
19,826,061,500
3,150,937,300
328,300,000

$ 23,569,962,800

$ 26,229,153,114

$ 26,294,898,200

$ 10,589,620,200
8,944,842,500
4,035,500,100

* Other funding includes Higher Education tuition and fees.
** Full-time includes Higher Education's full-time personnel.

$ 12,429,509,592
9,562,351,111
4,237,292,411

$ 12,572,209,600
9,564,530,400
4,158,158,200



301.00
302.00
304.00
305.00
306.00
316.00
317.00
318.00
319.00
321.00
324.00
325.00
327.00
329.00
330.00
331.00
337.00
339.00
343.00
344.00
345.00
349.00
359.00
400.00

Employees Overlapped Over 90 Days

Legislature

Court System

District Attorneys General Conference
Secretary of State

District Public Defenders Conference
Commissions

Finance and Administration
TennCare

Human Resources

General Services

Board of Probation and Parole
Agriculture

Environment and Conservation
Correction

Economic and Community Development
Education

Labor and Workforce Development
Mental Health and Developmental Disabilities
Health

Mental Retardation Services Division
Human Services

Safety

Children's Services

Transportation

Total

Number

21
26
15

= O

10

W R P N O

10
16
34

0 00 N ©DN

68
86
27
66

445



State of Tennessee

Tennessee Economic Overview
Recommended Budget, Fiscal Year 2008 - 2009

Tennessee’s fiscal environment depends on
economic conditions that influence both the
expenditure and revenue sides of the state budget.
The Center for Business and Economic Research
at the University of Tennessee prepared this
summary of current economic conditions and
expectations for short-term economic growth in
Tennessee and the nation. For additional
information, see the most recent edition of “An
Economic Report to the Governor of the State of
Tennessee.”

Both the national and state economies are showing
broad-based signs of weakness, and the risk of
recession is as high as it has been in many years.
A weakening economy will translate into slower
revenue growth for the state and for local
governments in Tennessee through the next fiscal
year. The discussion that follows provides an
overview of current economic conditions and the
economic outlook for the state and nation to help
frame the state’s fiscal outlook. For more
information on the economic outlook for the U. S.
and Tennessee, see An Annual Report to the
Governor of the State of Tennessee.

Recent Economic Conditions - The economy has
slowed appreciably in recent quarters largely due
to the ripple effects of the housing slump which
have spilled over to other segments of the
economy. Nationwide, housing starts in 2007 were
only 75 percent of the starts in 2006 and the value
of residential investment fell by more than 17
percent. The large inventory of unsold homes,
along with the increasingly bleak economic
outlook, has put downward pressure on home
prices. The fourth quarter of 2007 saw year-over-
year home prices fall 2.7 percent. Building permit
data and other indicators (including realty
mortgage and transfer tax collections) indicate
contraction in Tennessee’s housing sector. Energy
prices have offered the economy no relief with the
barrel price of oil peaking above $100 just after
the New Year.

The U.S. enjoyed strong job growth of 1.5
percent in the first quarter of 2007, but the final

quarter of the year saw jobs grow only 0.9 percent.
Tennessee also experienced 1.5 percent job
growth in the first quarter of last year, but the final
quarter produced growth of only 0.2 percent.
Weaker job growth has taken place in tandem with
a rising unemployment rate. The nation’s
unemployment rose to 5.0 percent in December,
up from 4.6 percent in January of 2007.
Tennessee’s unemployment rate drifted down into
the third quarter, reaching a low of 4.0 percent in
August. But by November the state’s
unemployment rate had jumped to 4.9 percent.
Nominal personal income in Tennessee grew 5.7
percent in 2006, but each quarter of 2007 has
yielded growth below this level.

Short-term Economic Outlook - Many analysts
now place the odds of a national recession at
50:50 or better for 2008. Should the nation slip
into outright contraction, the state would likely
follow suit. Consumer spending is expected to
slow in the face of weakening home prices, slower
job growth and a rising unemployment rate.
Growth in business fixed investment in 2008 will
be one-half of the growth registered last year. The
housing market is not expected to see a turnaround
until the fourth quarter of 2008. And energy prices
are not expected to retreat significantly in the
quarters ahead. The only real bright spot for the
national economy moving into 2008 is strong
growth in exports as a result of a falling dollar in
international currency markets. Inflation-adjusted
gross domestic product will be up only 1.9 percent
in 2008, improving to 2.7 percent growth in 2009.

Tennessee job growth for 2008 is projected to
tally only 0.6 percent, while the U.S. is expected
to have slightly stronger growth of 0.8 percent.
The nation’s unemployment rate will drift up to
5.2 percent by the fourth quarter of the year,
yielding an annual average of 5.1 percent for
2008. The state’s unemployment rate is expected
to average 5.1 percent for the year. Nominal
personal income in Tennessee will advance 4.6
percent in 2008, below the 5.1 percent rate of
growth recorded last year. On a fiscal year basis,
personal income should be up 4.9 percent in 2007-
08 and 4.7 percent in 2008-09.

Article provided by the Center for Business and Economic Research, University of Tennessee at Knoxville.



Tennessee Characteristics

Demographic Characteristics®

1990 2000 2006
Total Population (April 1, April 1, July 1) 4,877,203 5,689,283 6,038,803
Percent of Population by Age Group
Under Age 5 7.0% 6.6% 6.6%
Age 5to 17 18.1% 18.0% 17.4%
Age 18 to 24 10.9% 9.6% 9.2%
Age 25to 64 51.4% 53.4% 54.1%
Age 65 and Older 12.6% 12.4% 12.7%
Percent of Population by Race
White 83.0% 80.2% 79.2%
Black or African American 16.0% 16.4% 16.8%
American Indian and Alaska Native 0.2% 0.3% 0.3%
Asian and Pacific Islander 0.6% 1.0% 1.3%
Other 0.2% 2.1% 2.5%
Hispanic Population (Percent of Total Population) 0.7% 2.2% 3.1%
Place of Birth of Tennessee Residents
Born in Tennessee 69.2% 64.7% 62.6%
Born in Another State 29.1% 31.9% 32.8%
Born Outside the United States 0.5% 0.6% 0.7%
Born in a Foreign Country 1.2% 2.8% 3.9%
Naturalized Citizen 0.5% 0.9% 1.2%
Not a Citizen 0.7% 1.9% 2.7%
Tennessee Population 1990 to 2020?
Year Population
7.0
1990 4,877,203
6.0 1995 5,326,936
2 2000 5,689,283
5.0& 2005 5,962,959
2010 6,225,051
4.0 : : : : 2015 6,484,281
o o) o o) o o) o 2020 6,733,120
(o)) (o)) o o - — (o
(o)) (o)) o o o o o
— — N N Y N N




Education Characteristics

1999-2000 2002-2003 2005-2006
Public School Enrollment and Expenditures®
Total Number of K-12 Public Schools 1,611 1,659 1,699
Total K-12 Public School Average Daily Attendance (ADA) 842,733 849,354 880,937
Total Operating Expenditures (in thousands) $ 4,885,072 $ 5,643,667 $ 6,579,518
Public School Per Pupil Expenditures (based on ADA) $ 5,794 $ 6,645 $ 7,469
1990 2000 2006
Educational Attainment*
Less than 9th grade 16.0% 9.6% 7.6%
9th to 12th grade, no diploma 17.0% 14.5% 11.5%
High school graduate (includes equivalency) 30.0% 31.6% 34.4%
Some college, no degree 16.9% 20.0% 19.2%
Associate degree 4.2% 4.7% 5.7%
Bachelor's degree 10.5% 12.8% 14.1%
Graduate or professional degree 5.4% 6.8% 7.5%
Percent high school graduate or higher
United States 75.2% 80.4% 84.1%
Tennessee 67.1% 75.9% 80.9%
Percent bachelor's degree or higher
United States 20.3% 24.4% 27.0%
Tennessee 15.9% 19.6% 21.7%
Income and Poverty®
2000 2003 2006
Tennessee's Per Capita Income as a Percent of the U. S. 87.9% 90.1% 88.2%
Tennessee's Rank in U. S. by Per Capita Income 34 36 35
Tennessee and United States Per Capita Income®
Year United States Tennessee
$36,000 A 1996 $ 24,175 $ 21,854
United States - 1997 25,334 22,676
$32,000 - 1998 26,883 23,989
1999 27,939 24,898
$28,000 - 2000 29,843 26,096
- 2001 30,562 26,871
ennesse
2002 30,795 27,499
$24,000 2003 31,466 28,350
2004 33,072 29,690
$20,000 © T ~ T o T o T ° T 5 T N T o T q. T o T © 2005 34,685 31,001
22922388888 8 8 2006 36,629 32,305
T 4 4 <4 N N N N N N N
Percent Change
1996-2006 51.5% 47.8%



1989 1999 2006

Percent of Population Below Poverty®

United States 13.1% 12.4% 13.3%
Tennessee 15.7% 13.5% 16.2%

Employment ’

2000 2003 2006
Civilian Labor Force 2,864,000 2,903,000 2,990,100
Employment 2,749,700 2,742,200 2,835,500
Unemployment 114,300 160,800 154,600
Unemployment Rate 4.0% 5.5% 5.2%

Non-Farm Employment - Percent by Industry

Goods Producing 22.7% 20.0% 19.2%
Natural Resources & Mining 0.2% 0.2% 0.1%
Construction 4.6% 4.3% 4.7%
Manufacturing 17.9% 15.5% 14.4%
Durable Goods 11.0% 9.4% 9.0%
Non-Durable Goods 6.9% 6.1% 5.3%
Service Providing 77.3% 80.0% 80.8%
Trade, Transportation, & Utilities 21.5% 21.8% 21.8%
Wholesale Trade 4.8% 4.8% 4.8%
Retail Trade 11.6% 11.8% 11.7%
Transportation, Warehousing, & Utilities 5.1% 5.2% 5.3%
Information 2.0% 1.9% 1.8%
Financial Activities 5.1% 5.2% 5.2%
Professional & Business Services 11.0% 10.8% 11.5%
Educational & Health Services 10.2% 11.7% 12.3%
Leisure & Hospitality 8.6% 9.3% 9.7%
Other Services 4.3% 3.9% 3.6%
Government 14.6% 15.4% 14.9%
Federal 2.0% 1.9% 1.7%
State & Local 12.6% 13.5% 13.2%

Physical Characteristics®

Land Area 41,217 Square Miles
Highest Elevation (Clingmans Dome) 6,643 Feet

! Source: U. S. Bureau of the Census.

2gource: U. S. Bureau of the Census for 1990, 1995, 2000 and 2005; Tennessee Department of Health
for 2010 through 2020.

% Source: Tennessee Department of Education.

* Source: U. S. Bureau of the Census, American Community Survey.

®Source: U. S. Bureau of Economic Analysis.

®Source: U. S. Bureau of the Census, American Community Survey.

" Source: Tennessee Department of Labor and Work Force Development.

® Source: Tennessee Statistical Abstract.



State of Tennessee

Federal Aid Trends
and Federal Mandate Costs

Recommended Budget, Fiscal Year 2008 — 2009

Since fiscal year 1979-80, federal aid to
Tennessee  excluding  Food  Stamps,
Medicaid, and Temporary Assistance to
Needy Families (TANF) grants, formerly
Aid to Families with Dependent Children
(AFDC), has declined from 27 cents of
every dollar in the state budget to 20 cents in
2008-2009. If the state were still receiving
27 cents of every budgeted dollar as federal
aid, an additional $1.3 billion would be
available in federal funds.

In constant (2008-2009) dollars, federal
aid has increased by 86.6 percent, or $1.7
billion, from 1979-80 to 2008-2009 for state
programs other than Food Stamps,
Medicaid, and TANF/AFDC grants.

Figure 1 and Table 1 show the constant
(2008-2009) dollar trend in federal aid in the
state budget since 1979-80 for all programs,

Figure 1

Federal Aid Trend in State Programs

FY 1980 through FY 2009

in Billions of Constant (2008-2009) Dollars

1

o

Ok N WA OO N © O

P
All Other
Food Stamps

TANFIAFDC increased through 2007-2008,

including transportation. Amounts for fiscal
years 1979-80 through 2006-2007 are based
on actual federal aid collections; amounts
for 2007-2008 and 2008-2009 are based on
estimates included in the recommended state
budget.

Current dollars have been converted to
real (constant) dollars using the gross
domestic product implicit price deflator, as
reported by the University of Tennessee,
Center for Business and Economic
Research.

The decline in federal aid in the early
1980s (Figure 1) reflects the elimination of
federal revenue sharing for states, new
federal restrictions on eligibility for the
TANF/AFDC program, and the con-
solidation of several federal grant programs
into block grants at reduced levels.

From 1988-89 to 2008-
2009, all the programs other
than TANF/AFDC have had
real growth.  This reflects
congressional decisions in the
late 1980s to relax the earlier
federal deficit-control statutes,
which had restrained the
growth of domestic
discretionary programs during
the 1980s.

As shown in Figure 1, not
until 1992-93 does "all other™
federal aid, excluding
Medicaid, TANF/AFDC
grants, and Food Stamps,
return to the real-dollar level
available to the state in 1979-
80. Reflecting  recent

- domestic initiatives,  the
" Nedicaid growth rate for this federal aid
category had steadily

in spite of federal budget-



balancing efforts. In 2008-2009, “all other”
federal aid, excluding Food Stamps,
Medicaid, and TANF/AFDC, shows a 2.1

program is accompanied by real growth of
only 86.6 percent in federal aid for all other
state programs, excluding Food Stamps and

Table 1

Actual 1979-80 through Estimated 20

Comparison of Federal Aid in State Budget,

08-2009

In Millions of Constant (2008-2009) Dollars

TANF/AFDC. A constant
dollar increase of 65.7
percent in federal aid for
the Food Stamps program
since 1979-80 is related to

% Increase

1979-80 1988-89

2008-2009  1980-2009

recent trends in caseload

Annual Average

1980-2009  1989-2009

Total Aid $ 3,404.7 $ 3537.6 $ 9,564.6
Medicaid 621.2 1,298.1 4,671.7
Food Stamp Coupons 620.9 484.4 1,028.9
TANF/AFDC 147.1 141.6 102.2
All Other 2,015.5 1,613.5 3,761.8

180.9%

652.0%

65.7%
-30.5%
86.6%

and inflation.
TANF/AFDC had a
constant dollar decrease of
30.5 percent.

Over the 30-years, as
shown in Table 1, real

3.6% 5.1%
7.2%
1.8%

-1.2%
2.2%

6.6%
3.8%
-1.6%
4.3%

percent constant-dollar decrease compared
with 2007-2008. This is mainly because of
a decrease in a current-year non-recurring
homeland security grant for public safety
communications interoperability; a base
correction of Health Department and
employment security program federal funds
estimates; and a decrease in federal funds
for criminal justice (victims of crime, stop
violence against women, and Byrne drug
enforcement), forestry, and aging programs,
offset by increased federal funds available
for the Cover Kids health-care program.
Over the 29-year period, Medicaid, the
major federal entitlement program in the
state budget, has had real growth well above
the rate of inflation. However, since fiscal
year 2004-2005, federal Medicaid funds
have declined by nearly $1.1 billion. This is

growth for all federal aid to state programs
has averaged 3.6 percent per year. This
growth above the rate of inflation has been
led by the 7.2 percent annual-average real
growth in the Medicaid program.
TANF/AFDC decreased by 1.2 percent,
while Food Stamps increased by 1.8 percent
and all other federal aid increased by 2.2
percent on an annual-average basis.

Over the last 20 years of the period,
from 1988-89 through 2008-2009, real
growth in total federal aid has increased
above the longer-term growth rates. Total
federal aid to state programs has grown at a
20-year annual-average rate of 5.1 percent.
Real growth in this period has averaged 6.6
percent per year for Medicaid and 3.8
percent per year in Food Stamps, while
TANF/AFDC decreased by 1.6%. All other

because of state cost-
containment reforms,
federal actions on the

Figure 2
Existing Federal Mandates
State Cost Since FY 1987

Medicare drug
program, and a 600
decrease in the
Medicaid match rate 500

resulting from national
and state personal
income growth.
Although total federal

400 A

(Millions)

300 4

200

aid has increased in
constant dollars by
180.9 percent from
1979-80 to 2008-2009,
the 652.0 percent real

100 ~

growth in the Medicaid




federal aid has grown at a real-dollar rate of
4.3 percent per year.

The 2008-2009 increase in the Medicaid
match rate will result in decreased state
costs for federal mandates (Figure 2).
Medicaid accounts for 79 percent of the
$476.9 million state mandate cost in the
2008-2009 fiscal year. The longer-term
federal funding for mandated Medicaid
expansions is accompanied by significant
state costs, which are identified in detail
below.

While federal aid as a percentage of
discretionary program funding has declined
in the state budget since 1979-80, federal
legislation in the late 1980s, early 1990s,
and mid-2000s has imposed increasingly
costly mandates on state government.

By fiscal year 2008-2009, provisions
imposed since 1986-87 will cost $476.9
million per year in recurring state
appropriations from general fund tax
sources. The cumulative state cost in 2007-
2008 is $501.1 million and in 2008-2009 is
$476.9 million. Figure 2 illustrates the
annual recurring state cost, from general
fund tax sources, of new federal mandates
beginning in fiscal year 1986-87.

Costly major Medicaid mandates
imposed since 1986-87 (Figure 3) are
expanded services under the 1988
catastrophic health care law; coverage of
children aged one through 18 under 1989
and 1990 laws; payment of premiums and
deductibles for poor Medicare clients under
a 1990 law; Medicare premium increases
beginning in 2002-2003; Medicare cost
sharing affecting the state beginning in
2005-2006; Medicare drug formulary
changes affecting state mental retardation
facilities; increase in the minimum wage for
the nursing home program under a 1989
law; increases in the state Medicaid match
rate as personal income increases; expansion
of Medicaid eligibility under the 1988
federal welfare reform law; drug purchasing
reform under a 1990 law; and the loss of
federal funds matching institute for the
mentally diseased (IMD) expenditures for
acute inpatients aged 21 to 64. Other
Medicaid mandates include the 1988 nursing

home reform initiative and the expansion of
the child disability standard under the 1990
"Zebley" court ruling on supplemental
security income regulations.

Major federal mandates imposed in
other programs since fiscal year 1986-87
(Figure 4) include expansion of AFDC
eligibility and support services under the
1988 federal welfare reform law; exemption
from the sales tax of food stamps and
supplemental foods for women, infants, and
children; increases in the state match rate for
the former AFDC program; intervention
services for handicapped infants and
toddlers in the K-12 education system;
extensions of federal social security and
Medicare payroll taxes under the 1990
federal budget act; national standards under
the commercial drivers license law; and
other items of lesser fiscal impact affecting
several state agencies.

For purposes of this analysis, the term
"federal mandates" is limited to provisions

Figure 3
Medicaid Mandates

Annualized State Cost
FY 1987- FY 2009
Chart in Millions
Drug Reform
$6.9

Children 1-18
$17.4

IMD Exclusion
$54.3

Other $6.4:
Medicare $88.5
Catastrophic
Care $39.7

Minimum Wage
$5.4
1988 Federal

Welfare Reform

$5.7
Match Rate

$154.2

$378.5 Million Total

Figure 4

Other Federal Mandates
Annualized State Cost
FY 1987- FY 2009
Chart in Millions

Handicapped 1988 Federal

Infant Education
$20.0

AFDC Match
Rate $12.7

Food Aid Tax
Exempt $16.3

Federal Payroll
Tax $2.8

Commercial
Drivers $2.5

Other $24.5

$98.4 Million Total



of federal law or regulation which require
state government implementation, without
option to the state. This includes mandatory
new programs, changes in existing federal

programs, and increases in state financial
participation in jointly funded federal
programs resulting from decreases in federal
match rates.
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State of Tennessee

State Tax Revenues
Introduction

Recommended Budget, Fiscal Year 2008-2009

The revenues necessary to finance state
government are collected from a variety of sources.
The primary source of funding for state
expenditures is appropriation from general
revenues. General revenues are proceeds from
taxes, licenses, fees, fines, forfeitures, and other
imposts laid specifically by law.

The revenue estimating process generally
starts twelve months before a fiscal year begins.
Revenue collections are tracked on a monthly
basis, and this information, along with specific
long-run forecasts of individual sectors of the
economy, is used to form the basis for the next
fiscal year's estimated revenue collections.

Preliminary estimates are supplied to the
Department of Finance and Administration in mid-
summer by the Department of Revenue and the
University of Tennessee Center for Business and
Economic  Research. Tax estimates are
recalculated in October and November and refined
in December and January for inclusion in the
Governor's Budget Document.

Sales tax estimates are based on estimated
retail sales activity, which is provided by the
Center for Business and Economic Research.
Corporate excise tax estimates are made as late as
possible in the year to take advantage of the latest
available corporate profit forecasts for the nation
and the October state tax returns filed with the
Department of Revenue, which provide
information useful in projecting quarterly
estimated corporate tax payments through the next
year.

Estimates for selective excise taxes are
commonly based on long-run consumption trends
for the selectively-taxed items: cigarettes, gasoline,
beer, and alcoholic beverages. Long-run trend
analysis is also used as a basis for projecting
corporate excise and franchise tax collections and
Tennessee Valley Authority in lieu of tax
payments.

Motor vehicle fuel (primarily diesel fuel)

taxes and motor vehicle registration fees are
estimated conservatively, given their sensitivity to
business cycles (especially the truck-related
components of both taxes).

The revenue estimating process in Tennessee
incorporates the "Good Practices in Revenue
Estimating™ endorsed by the National Association
of State Budget Officers and the Federation of Tax
Administrators. This requires using national and
state economic forecasts, developing an official
revenue estimate, monitoring and monthly
reporting on revenue collections, and revising
estimates when appropriate.

Tennessee Code Annotated (TCA) 9-4-5104,
5105, 5106, and 5202 specify the manner in which
tax revenue estimates are prepared and transmitted
to the General Assembly in the Budget Document.

The  Commissioner of Finance and
Administration prepares revenue estimates based
on advice from economists, his own staff, the
Department of Revenue, and the State Funding
Board. The Funding Board, which is composed of
the Governor, the Commissioner of Finance and
Administration, the Comptroller, the State
Treasurer, and the Secretary of State, is assisted in
preparing its range of revenue growth estimates by
economists from the state’s universities, the
executive director of the Fiscal Review Committee,
and staff of the Department of Finance and
Administration, Department of Revenue, and the
Treasurer’s Office. The Funding Board prepares
and recommends a range of revenue growth
estimates using the information provided by the
economists, the executive director of the Fiscal
Review Committee, and staff.

The Funding Board’s review and
recommendations concern only the taxes collected
by the Department of Revenue. The growth
estimates provide a basis for the tax revenue
estimates that are used in preparing the budget.
However, recommendation of revenue estimates in
the Budget is the responsibility of the Governor



and Commissioner of Finance and Administration.

The State Funding Board’s most recent letter
notifying the Governor and the chairmen of the
Senate and House Finance, Ways and Means
committees of its revenue growth estimates is
included in the following subsection entitled “State
Funding Board, Range of Tax Revenue Estimates.”
This letter states the economic assumptions
affecting the Funding Board’s recommendations.
A more detailed economic overview is presented in
the “Budget Overview” section of the Budget
Document.

The tax revenue estimates recommended in
the Budget Document are shown in a following
subsection entitled “Comparison Statement of State
Revenues.” These taxes include not only the taxes
collected by the Department of Revenue (the major
taxes), but also those collected and deposited to the
General Fund by some other line agencies in
conjunction with carrying out their programs. In
the revenue estimate charts, the latter are shown by
collecting agency and are subtotaled as “other state
revenue.”

Following the chart comparing taxes for the
three fiscal years, three charts are included to show
the collections distributed by fund. The funds on
the distribution charts, for Budget Document
presentation, are General Fund, Education (Trust)
Fund, Highway (Transportation) Fund, Debt
Service Fund, and Cities and Counties (Local
Government) Fund. (For information about the
inclusion of certain Special Revenue Fund taxes
and fees in the General Fund estimates, see the
“Budget Overview” subsection entitled “Basis of
Budgeting and Accounting.”)

Following the four tax revenue estimate charts
is a chart detailing the revenues of regulatory
boards, with the collections and estimates listed by
board. This is a supporting schedule to the
“Comparison Statement of State Revenues” charts,
on which single lines for regulatory board fees
appear.

In addition to the general revenues detailed in

this section, other revenues are collected by
departments, institutions, and agencies and are
appropriated directly to them. These are called
departmental revenues. In the Budget Document,
these departmental revenues are estimated by
program and are shown as federal revenue, other
revenue (or, sometimes, current services and other
revenue), and tuition and fees. The term *other
revenue” includes interdepartmental revenue,
current  services revenue, non-governmental
revenue, and revenue from cities and counties.
These various departmental revenues consist of
earnings and charges for goods and services;
student tuition and fees in the higher education
system; and donations, contributions, and grants-
in-aid from the federal government, political
subdivisions, foundations, corporations, and
individuals. In a few cases, the other departmental
revenues also include reserves from revolving
funds or from the unencumbered balance and
capital outlay (major maintenance) reserves, in
instances in which specific legal authority to carry
such funds forward exists. The departmental
revenues are reflected in each department's budget
as operating revenue.

Information presented in the subsection
entitted “Revenue Sources and Basis of
Apportionment” outlines the general tax revenues
by collecting agency, along with TCA citations on
the rate and source of the revenue and the basis of
apportionment among funds and agencies, based
on current law.

The tax revenue estimates proposed in this
Budget are provided in the following subsection
entitled “Comparison  Statement of State
Revenues.” The distribution of taxes among the
funds on these charts is as provided by law as it
existed last year for 2006-2007 actual revenue and
as it exists currently for 2007-2008 and 2008-2009
estimates.

Following that subsection is a subsection
detailing so-called tax expenditures, which reports
on major tax exemptions provided by law.



Comparison Statement of State Revenues

Actual and Estimated
July 1, 2006 — June 30, 2009



Comparison Statement of State Revenues

Actual and Estimated July 1, 2006 - June 30, 2009

SOURCE OF REVENUE

Department of Revenue

Sales and Use Tax

Gasoline Tax

Motor Fuel Tax

Gasoline Inspection Tax
Motor Vehicle Registration Tax
Income Tax

Privilege Tax

Gross Receipts Tax - TVA
Gross Receipts Tax - Other
Beer Tax

Alcoholic Beverage Tax
Franchise Tax

Excise Tax

Inheritance and Estate Tax
Tobacco Tax

Motor Vehicle Title Fees
Mixed Drink Tax

Business Tax

Severance Tax
Coin-operated Amusement Tax
Unauthorized Substance Tax

Total Department of Revenue

Other State Revenue

Department of Commerce and Insurance $

Department of Financial Institutions
Wildlife Resources Agency
Department of Agriculture
Regulatory Board Fees

Tennessee Regulatory Authority
Secretary of State

Department of Safety

Department of Revenue

State Treasurer

Department of Education
Department of Health

Dept. of Environment and Conservation
Miscellaneous Revenue

Nursing Home Tax

Total Other State Revenue

Total State Revenue

Actual Estimated Estimated Percent

2006-2007 2007-2008 2008-2009 Required
$ 6,815,407,300 $ 7,030,500,000 $ 7,306,600,000 3.93%
612,263,500 606,000,000 609,100,000 0.51%
185,879,400 186,000,000 188,300,000 1.24%
65,312,200 65,500,000 66,200,000 1.07%
257,367,700 259,100,000 263,000,000 151%
247,567,500 257,500,000 262,600,000 1.98%
313,793,300 317,300,000 305,300,000 -3.78%
250,247,600 270,300,000 283,800,000 4.99%
27,370,100 23,300,000 23,800,000 2.15%
17,979,100 18,500,000 19,100,000 3.24%
40,998,300 42,600,000 44,300,000 3.99%
636,972,300 635,800,000 648,500,000 2.00%
1,129,107,500 1,130,300,000 1,152,800,000 2.00%
112,393,000 93,700,000 93,700,000 0.00%
137,993,500 329,300,000 345,800,000 5.01%
11,105,200 11,500,000 11,600,000 0.87%
53,656,700 57,400,000 61,400,000 6.97%
133,773,300 139,100,000 147,500,000 6.04%
1,549,400 1,700,000 1,800,000 5.88%
340,700 300,000 300,000 0.00%
1,602,700 2,000,000 2,000,000 0.00%
$ 11,052,680,300 $11,477,700,000 $ 11,837,500,000 3.13%
415,385,300 $ 423,700,000 $ 423,700,000 0.00%
5,864,900 8,200,000 8,200,000 0.00%
49,121,400 49,300,000 53,300,000 8.11%
15,835,500 14,000,000 16,300,000 16.43%
34,492,500 35,900,000 36,400,000 1.39%
6,271,800 8,400,000 8,800,000 4.76%
26,946,600 28,000,000 28,000,000 0.00%
36,082,500 36,400,000 36,900,000 1.37%
1,859,600 5,800,000 5,800,000 0.00%
113,939,900 120,000,000 80,000,000 -33.33%
1,623,100 1,700,000 1,700,000 0.00%
13,952,200 11,400,000 12,000,000 5.26%
64,816,600 73,800,000 78,700,000 6.64%
46,275,200 37,100,000 32,100,000 -13.48%
100,936,800 100,300,000 99,700,000 -0.60%
$ 933,403,900 $ 954,000,000 $ 921,600,000 -3.40%
$ 11,986,084,200 $ 12,431,700,000 $ 12,759,100,000 2.63%




SOURCE OF REVENUE

Department of Revenue

Sales and Use Tax

Gasoline Tax

Motor Fuel Tax

Gasoline Inspection Tax
Motor Vehicle Registration Tax
Income Tax

Privilege Tax

Gross Receipts Tax - TVA
Gross Receipts Tax - Other
Beer Tax

Alcoholic Beverage Tax
Franchise Tax

Excise Tax

Inheritance and Estate Tax
Tobacco Tax

Motor Vehicle Title Fees
Mixed Drink Tax

Business Tax

Severance Tax
Coin-operated Amusement Tax
Unauthorized Substance Tax

Total Department of Revenue

Other State Revenue

Department of Commerce and Insurance $

Department of Financial Institutions
Wildlife Resources Agency
Department of Agriculture
Regulatory Board Fees

Tennessee Regulatory Authority
Secretary of State

Department of Safety

Department of Revenue

State Treasurer

Department of Education
Department of Health

Dept. of Environment and Conservation
Miscellaneous Revenue

Nursing Home Tax

Total Other State Revenue

Total State Revenue

Distribution of Actual Revenue by Fund
Fiscal Year 2006-2007

Total General Education Highway Debt Service Cities &

Revenue Fund Fund Fund Fund Counties
$ 6,815,407,300 $2,572,524,100 $3,927,220,200 $ 0 $ 48,531,900 $ 267,131,100
612,263,500 9,291,200 0 284,557,600 84,500,000 233,914,700
185,879,400 3,524,300 0 133,625,500 0 48,729,600
65,312,200 18,935,500 0 34,359,700 0 12,017,000
257,367,700 51,333,000 141,800 205,892,900 0 0
247,567,500 163,346,700 0 0 0 84,220,800
313,793,300 313,659,700 133,600 0 0 0
250,247,600 146,459,000 0 0 0 103,788,600
27,370,100 23,067,700 0 4,302,400 0 0
17,979,100 12,027,900 0 2,260,700 0 3,690,500
40,998,300 33,862,700 0 0 0 7,135,600
636,972,300 618,972,300 0 0 18,000,000 0
1,129,107,500 945,921,500 0 0 156,868,100 26,317,900
112,393,000 112,393,000 0 0 0 0
137,993,500 1,040,400 136,953,100 0 0 0
11,105,200 8,405,200 0 0 2,700,000 0
53,656,700 0 26,828,400 0 0 26,828,300
133,773,300 133,773,300 0 0 0 0
1,549,400 669,700 0 0 0 879,700
340,700 340,700 0 0 0 0
1,602,700 423,800 0 0 0 1,178,900

$11,052,680,300

$5,169,971,700

$4,091,277,100

$ 664,998,800

$ 310,600,000

$ 815,832,700

415,385,300 $ 415,385,300 $ 0 $ 0 $ 0 $ 0
5,864,900 5,864,900 0 0 0 0
49,121,400 49,121,400 0 0 0 0
15,835,500 15,835,500 0 0 0 0
34,492,500 34,492,500 0 0 0 0
6,271,800 6,271,800 0 0 0 0
26,946,600 26,946,600 0 0 0 0
36,082,500 36,082,500 0 0 0 0
1,859,600 1,859,600 0 0 0 0
113,939,900 113,939,900 0 0 0 0
1,623,100 0 1,623,100 0 0 0
13,952,200 13,952,200 0 0 0 0
64,816,600 64,816,600 0 0 0 0
46,275,200 46,275,200 0 0 0 0
100,936,800 100,936,800 0 0 0 0
$ 933,403,900 $ 931,780,800 $ 1,623,100 $ 0 $ 0 $ 0

$11,986,084,200

$6,101,752,500

$4,092,900,200

$ 664,998,800

$ 310,600,000

$ 815,832,700




SOURCE OF REVENUE

Department of Revenue

Sales and Use Tax

Gasoline Tax

Motor Fuel Tax

Gasoline Inspection Tax
Motor Vehicle Registration Tax
Income Tax

Privilege Tax

Gross Receipts Tax - TVA
Gross Receipts Tax - Other
Beer Tax

Alcoholic Beverage Tax
Franchise Tax

Excise Tax

Inheritance and Estate Tax
Tobacco Tax

Motor Vehicle Title Fees
Mixed Drink Tax

Business Tax

Severance Tax
Coin-operated Amusement Tax
Unauthorized Substance Tax

Total Department of Revenue

Other State Revenue

Department of Commerce and Insurance $

Department of Financial Institutions
Wildlife Resources Agency
Department of Agriculture
Regulatory Board Fees

Tennessee Regulatory Authority
Secretary of State

Department of Safety

Department of Revenue

State Treasurer

Department of Education
Department of Health

Dept. of Environment and Conservation
Miscellaneous Revenue

Nursing Home Tax

Total Other State Revenue

Total State Revenue

Distribution of Revised Estimated Revenue by Fund
Fiscal Year 2007-2008

Total General Education Highway Debt Service Cities &

Revenue Fund Fund Fund Fund Counties
$ 7,030,500,000 $2,599,100,000 $4,051,200,000 $ 55,000,000 $ 49,900,000 $ 275,300,000
606,000,000 9,300,000 0 280,400,000 84,800,000 231,500,000
186,000,000 3,500,000 0 133,700,000 0 48,800,000
65,500,000 19,000,000 0 34,500,000 0 12,000,000
259,100,000 50,100,000 200,000 208,800,000 0 0
257,500,000 171,000,000 0 0 0 86,500,000
317,300,000 317,200,000 100,000 0 0 0
270,300,000 155,300,000 0 0 0 115,000,000
23,300,000 19,600,000 0 3,700,000 0 0
18,500,000 12,400,000 0 2,300,000 0 3,800,000
42,600,000 35,200,000 0 0 0 7,400,000
635,800,000 617,800,000 0 0 18,000,000 0
1,130,300,000 936,900,000 0 0 165,000,000 28,400,000
93,700,000 93,700,000 0 0 0 0
329,300,000 32,100,000 297,200,000 0 0 0
11,500,000 8,800,000 0 0 2,700,000 0
57,400,000 0 28,700,000 0 0 28,700,000
139,100,000 139,100,000 0 0 0 0
1,700,000 500,000 0 0 0 1,200,000
300,000 300,000 0 0 0 0
2,000,000 600,000 0 0 0 1,400,000
$11,477,700,000 $5,221,500,000 $4,377,400,000 $ 718,400,000 $ 320,400,000 $ 840,000,000

423,700,000 $ 423,700,000 $ 0 $ 0 $ 0 $ 0
8,200,000 8,200,000 0 0 0 0
49,300,000 49,300,000 0 0 0 0
14,000,000 14,000,000 0 0 0 0
35,900,000 35,900,000 0 0 0 0
8,400,000 8,400,000 0 0 0 0
28,000,000 28,000,000 0 0 0 0
36,400,000 36,400,000 0 0 0 0
5,800,000 5,800,000 0 0 0 0
120,000,000 120,000,000 0 0 0 0
1,700,000 0 1,700,000 0 0 0
11,400,000 11,400,000 0 0 0 0
73,800,000 73,800,000 0 0 0 0
37,100,000 37,100,000 0 0 0 0
100,300,000 100,300,000 0 0 0 0
$ 954,000,000 $ 952,300,000 $ 1,700,000 $ 0 $ 0 $ 0

$12,431,700,000

$6,173,800,000

$4,379,100,000

$ 718,400,000

$ 320,400,000

$ 840,000,000




SOURCE OF REVENUE

Department of Revenue

Sales and Use Tax

Gasoline Tax

Motor Fuel Tax

Gasoline Inspection Tax
Motor Vehicle Registration Tax
Income Tax

Privilege Tax

Gross Receipts Tax - TVA
Gross Receipts Tax - Other
Beer Tax

Alcoholic Beverage Tax
Franchise Tax

Excise Tax

Inheritance and Estate Tax
Tobacco Tax

Motor Vehicle Title Fees
Mixed Drink Tax

Business Tax

Severance Tax
Coin-operated Amusement Tax
Unauthorized Substance Tax

Total Department of Revenue

Other State Revenue

Department of Commerce and Insurance $

Department of Financial Institutions
Wildlife Resources Agency
Department of Agriculture
Regulatory Board Fees

Tennessee Regulatory Authority
Secretary of State

Department of Safety

Department of Revenue

State Treasurer

Department of Education
Department of Health

Dept. of Environment and Conservation
Miscellaneous Revenue

Nursing Home Tax

Total Other State Revenue

Total State Revenue

Distribution of Estimated Revenue by Fund
Fiscal Year 2008-2009

Total General Education Highway Debt Service Cities &

Revenue Fund Fund Fund Fund Counties
$ 7,306,600,000 $2,706,400,000 $4,210,300,000 $ 52,000,000 $ 51,800,000 $ 286,100,000
609,100,000 9,300,000 0 278,400,000 88,700,000 232,700,000
188,300,000 3,500,000 0 135,400,000 0 49,400,000
66,200,000 19,200,000 0 35,000,000 0 12,000,000
263,000,000 48,400,000 200,000 214,400,000 0 0
262,600,000 174,400,000 0 0 0 88,200,000
305,300,000 305,200,000 100,000 0 0 0
283,800,000 161,900,000 0 0 0 121,900,000
23,800,000 20,100,000 0 3,700,000 0 0
19,100,000 12,800,000 0 2,400,000 0 3,900,000
44,300,000 36,600,000 0 0 0 7,700,000
648,500,000 630,500,000 0 0 18,000,000 0
1,152,800,000 971,300,000 0 0 153,100,000 28,400,000
93,700,000 93,700,000 0 0 0 0
345,800,000 32,700,000 313,100,000 0 0 0
11,600,000 8,900,000 0 0 2,700,000 0
61,400,000 0 30,700,000 0 0 30,700,000
147,500,000 147,500,000 0 0 0 0
1,800,000 500,000 0 0 0 1,300,000
300,000 300,000 0 0 0 0
2,000,000 600,000 0 0 0 1,400,000
$11,837,500,000 $5,383,800,000 $4,554,400,000 $ 721,300,000 $ 314,300,000 $ 863,700,000

423,700,000 $ 423,700,000 $ 0 $ 0 $ 0 $ 0
8,200,000 8,200,000 0 0 0 0
53,300,000 53,300,000 0 0 0 0
16,300,000 16,300,000 0 0 0 0
36,400,000 36,400,000 0 0 0 0
8,800,000 8,800,000 0 0 0 0
28,000,000 28,000,000 0 0 0 0
36,900,000 36,900,000 0 0 0 0
5,800,000 5,800,000 0 0 0 0
80,000,000 80,000,000 0 0 0 0
1,700,000 0 1,700,000 0 0 0
12,000,000 12,000,000 0 0 0 0
78,700,000 78,700,000 0 0 0 0
32,100,000 32,100,000 0 0 0 0
99,700,000 99,700,000 0 0 0 0
$ 921,600,000 $ 919,900,000 $ 1,700,000 $ 0 $ 0 $ 0

$12,759,100,000

$6,303,700,000

$4,556,100,000

$ 721,300,000

$ 314,300,000

$ 863,700,000




Comparative Statement of Revenues of Regulatory Boards

Actual and Estimated July 1, 2006 - June 30, 2009

To Support Statement of State Revenues

SOURCE OF REVENUE

State Board of Accountancy

State Board of Examiners for Architects and Engineers
Advisory Board on Professional Boxing and Racing
Athletic Commission

Tennessee Auctioneer Commission

Board of Barber Examiners

Tennessee Collection Service Board

Licensing Contractors, Home Improvement and Interior Designers
State Board of Cosmetology

Board of Funeral Directors and Embalmers

Board of Examiners for Land Surveyors

Board of Alarm Contractors

Private Investigators Licensing and Regulation
Private Protective Services Licensing and Regulation
Board of Polygraph Examiners

Real Estate Appraiser Commission

Registration of Geologists

Tennessee Real Estate Commission

Tennessee Motor Vehicle Commission

Employee Leasing

Locksmith Licensing Board

Private Probation Registration

Home Inspectors License

Administrative Allocation

Sub-Total: Commerce and Insurance

Board of Chiropractic Examiners

Board of Dentistry

Board of Dietitian / Nutritionist Examiners

Board of Dispensing Opticians

State Board of Electrolysis Examiners

Council for Licensing Hearing Instrument Specialists
Board of Social Worker Certification and Licensure
Board of Medical Examiners

Tennessee Medical Laboratory Board

Board of Nursing

Board of Examiners for Nursing Home Administrators
Board of Occupational and Physical Therapy Examiners
State Board of Athletic Trainers

Board of Respiratory Care

State Board of Optometry

Board of Osteopathic Examination

Board of Pharmacy

Board of Registration for Podiatry

Board of Cert. for Prof. Counselors, and Marital and Family Therapists

Board of Examiners in Psychology

Board for Communication Disorders and Sciences
Committee on Physician Assistants

Massage Licensure Board

Board of Veterinary Medical Examiners

Alcohol and Drug Abuse Counselors

Board of Midwifery

Board of Acupuncture

Board of Clinical Perfusionists

Reflexologist License

Polysomnographic Professional Standards Board

Sub-Total: Health
State Regulatory Fee
State Board of Law Examiners

Health Services Development Agency
Adjustment

Total Regulatory Boards

Actual Estimated Estimated
2006-2007 2007-2008 2008-2009
$ 1,046,400 $ 956,100 $ 739,200
1,389,900 1,126,400 1,121,200

8,900 7,000 7,000
62,800 50,600 51,000
247,400 151,700 151,100
376,200 263,800 265,300
319,000 132,400 133,000

3,274,300 2,009,100 2,069,900
1,362,700 906,300 902,100
410,400 432,800 435,900

38,000 81,400 78,400
403,600 358,700 358,700
239,800 131,300 131,300

1,176,400 487,800 487,800

7,400 8,000 8,000
471,600 257,600 249,600
74,100 49,200 50,900

3,012,800 1,834,200 1,856,200
1,427,000 598,200 598,200
113,100 18,800 19,400

0 121,200 119,900

122,800 11,500 11,600
124,900 93,800 93,800

0 8,183,300 8,538,900

$ 15,709,500 $ 18,271,200 $ 18,478,400
$ 206,200 $ 182,500 $ 182,500
1,374,800 1,200,000 1,273,400

64,400 62,500 62,500
98,300 102,500 102,500
23,900 20,500 20,500
44,100 48,200 48,200
240,200 240,000 240,000

2,801,000 2,590,500 2,590,500
666,800 665,000 685,000
4,356,100 4,000,000 4,050,000

78,600 79,100 99,800
438,100 433,800 433,800
46,300 45,500 45,500
156,700 157,200 157,200
194,100 190,000 190,000
167,800 163,500 163,500

1,418,200 1,400,000 1,425,000
128,700 58,900 58,900
189,700 161,900 161,900
300,500 300,000 315,200

96,000 96,300 96,300
157,900 142,300 142,300
300,400 300,000 325,000
507,300 468,500 468,500
84,900 90,600 90,600
10,000 10,000 10,000
29,200 28,200 28,200
18,200 12,900 12,900
10,900 6,200 6,200

0 48,700 48,700

$ 14,209,300 $ 13,305,300 $ 13,534,600
$ 2,358,500 $ 2,400,000 $ 2,400,000
713,200 706,200 706,200
1,502,000 1,245,200 1,246,400
7,500 (27,900) 34,400

$ 34,500,000 $ 35,900,000 $ 36,400,000




State of Tennessee

Tax Expenditures

Recommended Budget, Fiscal Year 2008-2009

Tennessee Code Annotated 9-4-5115
requires the Department of Finance and
Administration to report annually to the
Finance, Ways and Means Committees of the
House and the Senate on two areas of
government finance: 1) tax exemptions; and 2)
vendor compensation for the collection of the
sales tax.  This section of the Budget
Document is intended to fulfill that statutory
obligation.

Under the law, the tax expenditure report
is required to "...identify all exemptions, to the
extent that it is practical, and estimate the
amount of revenue which would have been
collected by the state in the fiscal year
commencing on July 1 next succeeding such
report had each exemption not existed.” The
report on vendor compensation is required to
show the amount paid to vendors for the
collection of the sales tax. No format or
reporting period is specified. Both reports are
to be made no later than February 1 of each
year.

Vendors’ compensation for collection of
the sales tax was repealed, effective July 1,
2000, by Public Acts of 2000, chapter 983.
Thus, no report is made on vendors
compensation.

Tax Exemptions

It is not possible to estimate the amount of
revenue lost for each of the tax exemptions
found in the Tennessee code. For example,
since 1947, the list of non-profit institutions
that are exempt from the sales tax has grown
dramatically. Such institutions are allowed to

buy tangible goods and certain services tax-
free. Retailers and sellers require proof of
exemption and keep records of exempt sales,
but tax returns filed with the Department of
Revenue do not show detailed statistics on
exempt sales by type of exempt entity. Such
data is only available in the records of the
thousands of individual retailers and vendors
who sell directly to the public. Therefore, the
tax exemptions listed in the present report
consist only of those that can be estimated with
a reasonable degree of accuracy.

The fiscal impact of Tennessee's major tax
exemptions is presented in tabular form in
Tables 1-A and 1-B. Estimates of revenue loss
are provided for FY 2008-2009. Table 1-A
presents revenue foregone on services not
currently taxed. These services represent
activities that were not included in the original
tax base. Table 1-B presents revenue foregone
due to specific exemptions in the existing sales
tax law. For each item in this table, the
exemption is briefly described and the specific
authorization of the Tennessee code is cited.

It is difficult to estimate the true cost of
tax exemptions for two reasons. First, each
exemption is considered separately, without
regard to how it overlaps with other provisions
of the tax code. Summing tax exemptions may
result in double-counting in cases where
exemptions overlap. Secondly, the estimates
of revenue loss provided in the tables do not
generally take into account the impact of a
change in a particular tax provision on
taxpayer behavior which impacts other taxes
(the estimates do not reflect secondary or
feedback effects).



Major Tax Exemptions from the Sales and Use Tax

Currently Untaxed Services: Table 1-A

FY 2008-2009 Estimated Loss

Total Revenue Loss

$ 3,699,400,000

Service/Product Area Exempted State Local*
Administrative & Support Services 363,000,000 $ 124,500,000
Collection Agencies & Credit Bureaus 22,600,000 7,800,000
Employment Services 205,200,000 70,400,000
Investigation & Security Services 44,100,000 15,100,000
Mail, Document Reproduction, & Call Centers 16,200,000 5,500,000
Services to Buildings & Dwellings 74,900,000 25,700,000
Construction Services 735,700,000 $ 252,200,000
Building, Developing, & General Contracting 243,000,000 83,300,000
Heavy Construction 102,500,000 35,100,000
Special Trade Contractors 390,200,000 133,800,000
Educational Services 44,500,000 $ 15,200,000
Educational Services (for-profit) 40,000,000 13,700,000
Educational Services (non-profit) 4,500,000 1,500,000
Finance, Insurance, & Real Estate 270,700,000 $ 92,900,000
Investment Banking, Securities Brokerage, & Related Services 90,000,000 30,900,000
Insurance Agents & Related Services 69,900,000 24,000,000
Real Estate Agents & Brokers 110,800,000 38,000,000
Health Care & Social Services (For-profit) 760,500,000 $ 260,700,000
Physicians & Dentists 440,200,000 150,900,000
Other Health Practitioners 52,200,000 17,900,000
Hospitals 87,500,000 30,000,000
Nursing & Residential Care Facilities 83,400,000 28,600,000
Outpatient Care Centers 31,800,000 10,900,000
Medical and Diagnostic Laboratories 25,000,000 8,600,000
Other Selected Health Services 10,600,000 3,600,000
Social & Community Services 29,800,000 10,200,000
Health Care & Social Services (Non-profit) 472,100,000 $ 161,900,000
Hospitals 392,000,000 134,400,000
Nursing & Residential Care Facilities 27,100,000 9,300,000
Outpatient Care Centers 26,300,000 9,000,000
Other Selected Health Services 6,600,000 2,300,000
Social & Community Services 20,100,000 6,900,000
Information Services 63,100,000 $ 26,900,000
Data Processing Services 23,900,000 8,200,000
Movie Production & Sound Recording Studios 6,800,000 2,300,000
Cable T.V. Subscriptions (exempt amt.) 18,600,000 11,700,000
Newspaper Subscriptions & Sales 13,800,000 4,700,000
Media Advertising Sales 133,600,000 $ 45,800,000
Newspaper Advertising 39,600,000 13,600,000
Radio Advertising 20,500,000 7,000,000
Television Advertising (Broadcast & Cable) 73,500,000 25,200,000
Personal Services 86,200,000 $ 29,700,000
Coin-operated Laundry 2,800,000 1,000,000
Death Care Services 15,600,000 5,400,000
Diet & Weight Loss 1,700,000 600,000
Hair, Nail, & Skin Care Services 38,600,000 13,200,000
Non-Profit Amusement & Membership Organizations 27,500,000 9,500,000
Professional & Technical Services 710,500,000 $ 243,700,000
Accounting, Tax Return Prep., & Payroll 92,700,000 31,800,000
Advertising & Public Relations 32,100,000 11,000,000
Architectural Services 24,600,000 8,400,000
Engineering Services 149,400,000 51,200,000
All Other Architectural, Engineering, & Related Services 14,300,000 4,900,000
Specialized Design Services 17,100,000 5,900,000
Computer Systems Design & Related Services 46,600,000 16,000,000
Legal Services (profit & non-profit) 163,900,000 56,200,000
Management, Scientific, & Technical Consulting 149,500,000 51,300,000
Scientific Research & Development (profit & non-profit) 20,300,000 7,000,000
Transportation Services (Local Trucking only) 59,500,000 $ 20,400,000
Truck Transportation (Local) 59,500,000 20,400,000

$ 1,273,900,000

*Local revenue loss calculated based on an average local sales tax rate of 2.40%.

Source: Tennessee Department of Revenue



Major Tax Exemptions
From Current Tax Base: Table 1-B

Tennessee FY 2008-2009 Estimated Loss
Code Annotated Tax Source and Description of the Exemption State Local
Sales and Use Tax $ 2,682,399,000 $ 831,024,000
67-6-329(a)(1) Gasoline 600,295,000 205,815,000
67-6-329(a)(2) Motor vehicle fuel (diesel fuel) 200,940,000 68,894,000
67-6-217 Aviation fuel (reduced rate) 28,456,000 27,318,000
67-6-207(a)(9) Gasoline/diesel fuel for agriculture 11,370,000 3,898,000
67-6-314, 320 Prescription drugs, insulin, and related 353,134,000 121,075,000
67-6-319 Prescription drug samples 44,708,000 15,328,000
67-6-334 Energy fuels sold for residential use 292,197,000 100,182,000
67-6-206(b)(1-2), 702(b) Energy and water sales to manufacturers (reduced rate) 195,294,000 85,219,000
67-6-206(b)(2-8) Energy and water sales to manuf. for direct processing (exempt) 70,574,000 906,000
67-6-102(39), 206(a), 702(b) Industrial machinery and equipment 187,687,000 38,208,000
67-6-207 Farm machinery and equipment 20,707,000 4,215,000
67-6-228(a) Food sales (reduced rate) 132,750,000 -
67-6-329(a)(13) Packaging sold for resale or use 102,822,000 35,253,000
67-6-329(a)(3), (18) School books and lunches 20,725,000 7,106,000
67-6-330(a)(4-5) Membership dues of civic organizations & business assocs. 20,419,000 7,001,000
67-6-103(f), 226, 714 Cable television (exempt portion) 18,642,000 11,718,000
67-6-316 Prescription eyewear and optical goods 16,422,000 5,631,000
67-6-329(a)(10) Newspaper periodical sales 13,776,000 4,723,000
67-6-303 Motor vehicles sold to active-duty or non-resident military personnel 8,469,000 632,000
67-6-219, 702(e) Sales to common carriers (reduced rate) 8,126,000 3,188,000
67-6-216 Non-material cost of manufactured homes (reduced rate) 7,178,000 -
67-6-336 Used factory-manufactured structures 1,670,000 38,000
67-6-313(g), 321 Railroad rolling stock, materials, and repairs 6,801,000 1,511,000
67-6-309(a) Film and transcription rentals 5,146,000 1,764,000
67-6-330(a)(17) Physical fitness facility fees 4,309,000 1,477,000
67-6-102(39)(H)(i) Certain warehouse equipment 3,558,000 647,000
67-6-329(a)(6) Magazines and books--printers' nexus 3,229,000 1,107,000
67-6-329(a)(10-17) Fertilizers, pesticides, seeds, and related items to nurseries 2,995,000 1,027,000
All other remaining exemptions 300,000,000 77,143,000
Corporate Franchise and Excise Tax $ 96,800,000 $ -
67-4-2109 Jobs credit (Fran. & Exc.) 24,000,000 NA
67-4-2108 Cap on value of inventories (Franchise) 21,600,000 NA
67-4-2009 Industrial machinery credit (Excise) 32,000,000 NA
67-4-2012, 2111 Double-weighted sales factor (Fran. & Exc.) 10,200,000 NA
67-4-2009, 2112 Hospital company tax credit (Fran. & Exc.) 9,000,000 NA
Motor Vehicle Registration Fees $ 5,163,000 $ -
55-4-223 Government vehicles 1,348,000 NA
55-4-228(d)(1)(a) Enlisted members of the Tennessee National Guard 130,000 NA
55-4-235,236,237 Former POWS, Medal of Honor recipients, and disabled Veterans 343,000 NA
55-4-113(6) Special zone tags - Class 1 772,000 NA
55-4-113(6), 124 Special zone tags - Class 2 2,400,000 NA
55-21-103(a)(1) Disabled driver plate fee 67,000 NA
55-21-103(b)(2) Disabled driver placard fees 103,000 NA
Gross Receipts Taxes $ 224,960,000 $ -
67-4-405(b) Gas, Water, and Electric Companies - Govt. operations exempt 217,700,000 NA
67-4-405(d) Gas, Water, and Electric Companies - Franchise and excise tax credit 3,960,000 NA
67-4-405(e) Gas, Water, and Electric Companies - $5,000 exemption 100,000 NA
67-4-402 Bottlers - Franchise and excise tax credit 3,200,000 NA
Miscellaneous Taxes $ 248,000,000 $ -
67-8-316(b) Standard Exemption on the inheritance and gift tax 171,100,000 NA
67-8-315(a)(6) Marital Deduction on the inheritance and gift tax 58,500,000 NA
67-2-104(a) Standard Exemption on the income tax 17,800,000 NA
67-4-409(b)(4) Mortgage Tax - $2,000 exemption 600,000 NA
Total Revenue Loss $ 3,257,322,000 $ 831,024,000

Source: Tennessee Department of Revenue



Revenue Sources
and Basis of Apportionment



Collecting Agency
and Classification

Rate and Source

Department of Revenue

SALES AND

USE TAX cooviiiiiee

General Fund.....

..71.0% is the general rate that applies to

the gross proceeds derived from the
retail sale or use of tangible personal
property and specific services. A one-
half of one percent portion of the gross
tax is earmarked solely for the
Education Fund and the remaining
6.5% portion is distributed to various
funds (TCA 67-6-201 through 67-6-
205, 67-6-212, 67-6-213, and 67-6-
220). Also, rates varying from 1% to
8.25% apply to other items and
services including the following: 6%
for the retail sale of food and food
ingredients for human consumption
(effective January 1, 2008, the rate
will be 5.5%) (TCA 67-6-228); 7% for
merchandise purchased from any

vending machine (TCA  67-6-
102(a)(28)(1)); 1.5% for energy fuels
used by manufacturers and

nurserymen, and 1% for water used by
manufacturers (TCA 67-6-206(b) and
67-6-218); 3.5% for manufactured
homes (TCA 67-6-216); 4.5% for
aviation fuel (TCA 67-6-217); 3.75%
for common carriers (TCA 67-6-219);
7.5% for interstate telecommunication
services sold to businesses (TCA 67-6-
221); 8.25% for video programming
services (between $15 and $27.50) and
satellite TV services (TCA 67-6-226
and 67-6-227). An additional tax of
2.75% is imposed on the amount for
single article sales of personal property
in excess of $1,600 but less than or
equal to $3,200 (TCA 67-6-202(a)).

Basis of Apportionment

100% of the 1.0% increase in the
general rate enacted in 2002 and 100%
of the additional tax imposed on single
article sales. 29.0246% of the
remaining 5.5% after the allocation to
the Transportation Equity Trust Fund,
less amounts paid to premier resorts
(TCA 67-6-103). Also, amounts from
video programming services in excess
of $15 but less than $27.50 (TCA 67-
6-103(f) and 67-6-226); and from



Collecting Agency
and Classification Rate and Source

AMINISTIATION ...t e e e e e

EdUCAtION FUNG ...ttt e e e e e e

Highway FUNd..........cooveieieeecc e

Debt SEIVICE FUNG .....ccoiiiieeieee et

MUNICIPAITTIES.....cvveiecieeie e

Basis of Apportionment

interstate telecommunication services
sold to businesses (TCA 67-6-221(b)).
In addition, amounts from the tax on
interstate telecommunication services
sold to businesses are earmarked to the
Telecommunication Ad Valorem Tax
Reduction Fund (TCA 67-6-103(a)
and 67-6-221(b)).

0.3674% of the remaining 5.5% after
the allocation to the Transportation
Equity Trust Fund (TCA 67-6-103).

65.0970% of the remaining 5.5% after
the allocation to the Transportation
Equity Trust Fund, and 100% of one-
half of one percent of the gross tax
(TCA 67-6-103 and 49-3-357). Also,
amounts from interstate
telecommunication services sold to
businesses (TCA 67-6-221(b)).

An amount equivalent to tax
collections from air, rail, and barge
fuel sales is earmarked for the
Transportation Equity Trust Fund
(TCA 67-6-103(b)).

0.9185% of the remaining 5.5% after
the allocation to the Transportation
Equity Trust Fund, or whatever
amount is necessary to meet debt
service requirements (TCA 67-6-103
and 9-9-106, and Section 1 of the
general appropriations bill).

4.5925% of the remaining 5.5% after
the allocation to the Transportation
Equity Trust Fund, less the MTAS
grant (0.95% of the amount from the
preceding calculation during FY 1998-
99 and 1.0% thereafter) to the
University of Tennessee.  Premier
resorts receive a portion of the tax
collected by dealers within their
boundaries. The collective amount
distributed to premier resorts is limited
to the amount distributed in the 1999-
2000 fiscal year (TCA 67-6-103). A
share of the tax on interstate
telecommunication services sold to
businesses is allocated to cities and



Collecting Agency
and Classification Rate and Source Basis of Apportionment

counties and distributed based on
population (TCA 67-6-221 (b)).

COUNTIES. vttt ettt ettt s et e st e e s et e e s e bt e e reraeeeseres A share of the tax on interstate
telecommunication services sold to
businesses is allocated to cities and
counties and distributed based on
population (TCA 67-6-221(b)).

GASOLINE TAX.......... $.20 on each gallon of gasoline sold,
stored, or distributed in the state (TCA
67-3-201 and 60-4-102).

General FUNd.......ccoooviiiie e Approximately 1.8% (TCA 67-3-901).

Highway FUNd........ccooi e Approximately 60.0%, less an amount
to the Debt Service Fund (TCA 67-3-
901).

Debt Service FUN .......ccooveiiiiie e Amount required from Highway Fund
apportionment (TCA 9-9-103 and 67-
3-901).

CILIBS et Approximately 12.7% based on
population (TCA 54-4-203 and 67-3-
901).

COUNTIES. ...ttt Approximately 25.5% based ¥ on

population, ¥ on area, and % divided
equally (TCA 54-4-103 and 67-3-901).

MOTOR FUEL TAX ....$.17 on each gallon of diesel fuel and
all fuel other than gasoline, except
dyed fuel under IRS rules (TCA 67-3-
202); a prepaid annual agricultural
diesel tax ranging from $56 to $159,
based on registered gross weight (TCA
67-3-1309); $.13 on each gallon of
compressed natural gas used for motor
vehicles on public highways (TCA 67-
3-1113); $.14 on each gallon of
liquefied gas used for motor vehicles
on public highways (TCA 67-3-1102);
and an annual vehicle tax on liquefied
gas users ranging from $70 to $114,
based on registered gross vehicle
weight (TCA 67-3-1106).

General FUNd ..o Approximately 1.9% (TCA 67-3-905,
67-3-908, and 67-3-901(K)).



Collecting Agency
and Classification Rate and Source Basis of Apportionment

Highway FUNd ... Approximately 71.9%, less an amount to
the Debt Service Fund and less 2% to
the General Fund (TCA 67-3-905, 67-3-
908, and 67-3-901 (k)).

Debt Service FUN........ccooveiiiiiieie e Amount required from Highway Fund
apportionment (TCA 9-9-105, 9-9-106,
67-3-905, and 67-3-908).

O = SR Approximately 8.7%  based on
population (TCA 54-4-203, 67-3-905,
and 67-3-908).

COUNTIES....eeciiesie e e nre e Approximately 17.5% based % on
population, ¥ on area, and % divided
equally (TCA 54-4-103, 67-3-905, and

67-3-908).

GASOLINE

INSPECTION TAX

(SPECIAL

PETROLEUM

PRODUCTS AND

EXPORT TAX) ............ $.01 for each gallon of gasoline and
most other volatile fuels sold, used, or
stored (TCA 67-3-203); an additional
$.004 per gallon for the environmental
assurance fee (TCA 67-3-204 and 68-
215-110); and an export fee of 1/20 of
one cent on fuels subject to the special
petroleum products tax (TCA 67-3-
205).

General FUN ... 2% of the balance remaining after the
local government apportionment of the
$.01 per gallon tax and the export fee
(TCA 67-3-906). 100% of the
environmental ~ assurance  fee s
earmarked for the Petroleum
Underground Storage Tank Fund (TCA
68-215-110).

Highway FUNd ..o 98% of the balance remaining after the
local government apportionment of the
$.01 per gallon tax and the export fee
(TCA 67-3-906).

Debt Service FUN........cccoieviiiiie e Amount required from General Fund

and Highway Fund apportionments
(TCA 9-9-103).



Collecting Agency
and Classification Rate and Source Basis of Apportionment

Cities and COUNLIES.......c.ccovvereeie e A local government fund of
$12,017,000, of which 38.1% is for
county roads and the remainder for city
roads (less a $120,000 grant to the
University of Tennessee Center for
Government Training) (TCA 67-3-906).

MOTOR VEHICLE

REGISTRATION........... Fees received from registration and
licensing of motor vehicles. Rates are
based on classification of wvehicles
(TCA 55-4-103 and 55-4-111 through
55-4-113, 55-4-115, 55-4-132 and
Title 55, Chapter 4, Part 2).

General FUNG.......cocvoiiie e 100% of the revenues from the 2002
increase in  commercial  vehicle
registration fees. 2% of the balance of
registration fee revenue (TCA 55-6-
107) after the allocation of $2.75 per
vehicle plate to the General Fund
(TCA 55-4-103), of which $1 from
non-freight registration is earmarked
for police pay supplement (TCA 55-4-
111); and after an additional $2 per
motorcycle plate to the General Fund,
earmarked for the motorcycle rider
safety fund (TCA 55-51-104); except
for special license plates, for which all
revenue above the expense incurred in
designing, manufacturing and
marketing such plates is allocated in
the following manner: personalized
plates — 100% to the Arts Commission
(TCA 55-4-214); personalized trailer
plates — 100% to the Trailer License
Plate Fund (TCA 55-4-214); specialty
earmarked plates - 50% to the
nonprofit organization, state agency or
fund earmarked and 40% to the Arts
Commission  (55-4-215);  cultural
plates — 80% to the Arts Commission
(55-4-216). A $1 registration and
renewal fee is earmarked to the Dept.
of Safety for funding the acquisition,
updating, and operation of a
computerized titling and registration
system; this fee is effective from July
1, 1999 until June 30, 2008 (TCA 55-
4-132). All penalties and fines, except
only 20% of overweight-truck fines,
earmarked for administration (TCA
55-6-107); less an amount required for
debt service (TCA 55-6-107 and 9-9-
103). Also, an amount is allocated



Collecting Agency
and Classification

Highway Fund

Debt Service Fund

INCOME TAX

General Fund

Cities and Counties

PRIVILEGE TAX

Rate and Source

6% on incomes from dividends on
stocks or interest on certain bonds
(TCA 67-2-102).

Various taxes on litigation in the
courts, domestic protection civil
penalties ($50), sex offender tax
(maximum $3,000), drug treatment
offenders ($75), realty transfer tax (37
cents per $100 of consideration or
property value), mortgage recordation
tax (11.5 cents per $100 of principal
indebtedness), tire tax ($1.35 per tire
sold), occupational tax ($400 on
certain occupations), $15 marriage

Basis of Apportionment

from the Highway Fund for motor
vehicle registration plates in the annual
appropriations bill (TCA 55-6-107(a)).

After allocation of 100% of the
revenues from the 2002 commercial
vehicle registration fee increase to the
General Fund, 98% of the balance of
registration fee revenue (TCA 55-6-
107) after the allocation of $2.75 per
vehicle plate, an additional $2 per
motorcycle plate, and an amount
sufficient to fund the cost of issuing
motor vehicle registration plates to the
General Fund; 10% of the revenue
from specialty earmarked plates (55-4-
215) and 20% of the revenue from
cultural plates (55-4-216); and 80% of
overweight-truck fines (TCA 55-6-
107), and less an allocation to the
General Fund for motor vehicle
registration plates (TCA 55-6-107(a)).

Amount required from General Fund
and Highway Fund apportionment
(TCA 55-6-107 and 9-9-103).

5/8 of revenue and an administrative
expense of 10% of the first $200,000
and 5% of the remainder of the tax
(TCA 67-2-117 through 67-2-119).

3/8 of revenue to the local
governments by situs, less the General
Fund administrative apportionment
(TCA 67-2-117 and 67-2-119).



Collecting Agency
and Classification

General Fund.....

Rate and Source

license fee, plus a $60.00 state share of
a $62.50 marriage license fee for
couples not completing a premarital
preparation course, a packaged
automotive oil fee (2 cents per quart),
and a 3% surcharge tax on certain
rental motor vehicles, blood alcohol
testing fee ($100 per conviction), $12
per bail bond, and a maximum fine of
$200 for persons convicted of either
assault, aggravated assault, or
domestic assault. The tire tax,
automotive oil fee, and a portion of the
litigation taxes are reported under the
"Other State Revenue" section of the
revenue statement (TCA 16-15-5007,
16-22-109, 36-3-610, 36-6-413, 39-13-
101, 39-13-102, 39-13-111, 39-13-
709, 16-22-109, 55-10-419, 67-4-4009,
67-4-411, 67-4-602, 40-24-107, 67-4-
1603, 67-4-1701 through 67-4-1703,
67-4-1901, 68-211-1006, 67-4-803,
and 67-4-804).

Basis of Apportionment

100% less certain litigation taxes
earmarked for various retirement
funds. Portions of litigation taxes are
earmarked for the  Corrections
Institute, driver education and highway
safety, criminal injuries compensation,
victims of crime assistance, State
Court Clerks Conference, General
Sessions Judges Conference staffing
expenses of the state administrative
director of the courts, indigent defense
attorneys' compensation, civil legal
representation of indigents, drug court
treatment programs, and electronic
fingerprint imaging systems for local
law enforcement agencies. The State’s
95% share of the sex offender tax is
earmarked for treatment programs.
Civil penalties from violation of
domestic  protection  orders are
earmarked for domestic violence
community education. Until June 30,
2008, the realty transfer tax designated
for the 1986 Wetland Acquisition
Fund, Local Parks Acquisition Fund,
State Lands Acquisition Fund, and
Agricultural Resources Conservation
Fund is allocated to the General Fund
unless allocated to the other funds in
the annual appropriations act (TCA



Collecting Agency
and Classification

GROSS RECEIPTS

TAX

Rate and Source

Taxes levied principally on the gross
receipts of certain types of businesses
operating in the state. The main
sources are taxes on the following
portions of gross receipts: 1.9% on
soft-drink bottlers, 3% on gross
receipts over $5,000 of intrastate water
and electric power distribution
companies, 1.5% on manufactured or
natural gas intrastate distributors, 15%

Basis of Apportionment

16-15-5007, 36-3-616, 39-13-709, 40-
24-107, 67-4-409, 67-4-602, 67-4-606,
67-4-1701, and 67-4-1905). In
addition, portions of the proceeds of
the sale of various contraband items
seized under alcoholic beverage laws
are reported under the privilege tax
and earmarked for criminal injuries
compensation.  These proceeds are
explained below under the alcoholic
beverage tax (TCA 40-24-107). From
the automobile rental surcharge $1.5
million is earmarked for the
Department of Safety to train, equip,
and pay members of the Tennessee
highway patrol (TCA 67-4-1905). Of
the bail bond tax 96% is earmarked for
the civil legal representation of low-
income persons as determined by the
Tennessee Supreme Court and 4% is
earmarked for development costs and
continuing education for bail bonding
agents (TCA 67-4-806). Revenue
from the assault fines is directed to
fund family violence shelters and
services (TCA 39-13-101, 39-13-102,
and 39-13-111). The $60 marriage
license fee is earmarked for various
departments and organizations
concerned with family and children’s
issues (TCA 36-6-413). Of the $75
fee for violators of the 2003 Drug
Court Treatment Act, $5 is earmarked
for the drug court treatment program
resources fund, and $70 is deposited
into dedicated county funds for the
creation and maintenance of drug court
treatment programs (TCA 16-22-101 —
114). All of the $100 blood alcohol
testing fee is earmarked for the
Tennessee Bureau of Investigation
Toxicology Unit Testing Fund (TCA
55-10-419).



Collecting Agency
and Classification

General Fund.....

Highway Fund

Rate and Source

on mixing bars and clubs, and an in
lieu of tax payment by the Tennessee
Valley Authority (TVA) (TCA 67-4-
402, 67-4-405, 67-4-406, 67-4-410,
and 16 USC 831(l)); and a $10 per
year firearms dealer permit fee (TCA
39-17-1316).

CitieS AN COUNLIES. .. uvvveiiieeei ittt e e e e s e s e e ee e

Basis of Apportionment

79% of bottlers' gross receipts tax, plus
2% of gross highway litter amount
from the Highway Fund, 100% of
various other gross receipts taxes, and
TVA in lieu of tax payments equal to
FY 1977-78 payments and 48.5% of
any TVA payments received by the
state which exceed the amount paid in
FY 1977-78, less approximately $4.1
million distributed to local
governments (TCA 67-9-101 through
67-9-103 and 67-4-402).

Approximately 21% of the bottlers'
gross receipts tax is earmarked for
litter control, less 2% to the general
fund (TCA 67-4-402).

51.5% of the TVA in lieu of tax
payments which exceed state receipts
in FYy  1977-78, of  which
approximately 65.9% is designated for
counties based %2 on population and %2
on area, 28.3% for municipalities
based on population, and 5.8% for
impacted local areas affected by TVA
construction, plus an amount equal to
that received by local governments in
FY 1977-78 ($4.1 million). Portions of
this share are earmarked for TACIR
and, under some circumstances, for
CTAS and additional funds for
TACIR. With no local areas impacted
by TVA construction, the 5.8% impact
fund is allocated as follows: 30% to
CTAS, 40% to TACIR, and 30% is
returned to be included in the amount
distributed to cities and counties. Any
funds remaining after other allocations
provided for in TCA 67-9-102 are
allocated to any regional development
authorities created by TCA 64-5-201
that have acquired a former nuclear
site from TVA (TCA 67-9-101
through 67-9-103).



Collecting Agency
and Classification

BEER EXCISE
TAX

General Fund

Highway Fund

COUNTIES. vttt ettt s et s et e st e e s et e e s et e e e s serreeeseees

MUNICIPAITTIES. ...

ALCOHOLIC
BEVERAGE
TAX

General Fund

Rate and Source

Registration fees imposed on beer
wholesalers ($20) and manufacturers
($40); a privilege tax of $4.29 per 31-
gallon barrel of beer manufactured or
sold in the state (TCA 57-5-102 and
57-5-201.

$1.21 per gallon on wine and $4.40
per gallon on spirits (TCA 57-3-302).

Basis of Apportionment

67.1% of privilege tax collections (4%
of total tax earmarked for
administration and 0.41% for alcohol
and drug treatment programs); 100%
of registration fees (earmarked 50%
for the Department of Revenue and
50% for Highway Patrol) (TCA 57-5-
102, 57-5-202, and 57-5-205).

12.8% of privilege tax collections for
litter control (TCA 57-5-201).

10.05% of privilege tax collections
distributed to counties equally (TCA
57-5-205).

10.05% of privilege tax collections
distributed to cities based on
population (TCA 57-5-205).

82.5% of distilled spirit and wine
gallonage taxes, calculated on the total
collections less 4 cents per liter of
spirit tax (TCA 57-3-306); and the
following shares of proceeds from
sales of seized items, all earmarked for
criminal injuries compensation and
reported under the privilege tax
collections (TCA 40-24-107): 100%
from liquor seized by state agents
(TCA 57-9-115); 50% from vehicles,
aircraft, and boats seized by local law
enforcement officers (TCA 57-9-201);
and 50% from other contraband goods
seized, less 15% retained for
administration as departmental current
services revenue by the Department of
General Services (TCA 57-9-205, 12-
2-207, and 12-2-209). In addition,



Collecting Agency
and Classification

Counties.............

Rate and Source

CitieS AN COUNLIES. ...uvvveiieeeii ittt e e e e e eeee s

FRANCHISE TAX......

General Fund.....

Debt Service Fund

..$.25 on each $100 of stock surplus or

undivided profits of entities for the
privilege of doing business within the
state. The tax applies to business
entities that enjoy some form of
limited liability protection. The
minimum tax is $100 (TCA 67-4-2105
through 67-4-2109).

Basis of Apportionment

10% of proceeds of sale of liquor
seized by local officers is retained for
administration as departmental
revenue by the Department of General
Services (TCA 57-9-115, 12-2-207
and 12-2-209).

$.04 per liter of spirit tax, earmarked
for any county in which a distillery is
located, plus 17.5% of the balance of
spirit and wine gallonage taxes, less
$192,000 earmarked for CTAS. In
counties of 250,000 or more
population, 30% of their allocation is
paid by the county to cities of 150,000
or more population (TCA 57-3-306).
Also, 50% of the proceeds of sale of
contraband goods, less 15% retained
as departmental revenue by the
Department of General Services (TCA
57-9-205, 12-2-207, and 12-2-209).

90% of the proceeds of sale of liquor
seized by local law enforcement
officers, earmarked to city or county
employing officer (TCA 57-9-115),
and 50% of proceeds of sale of
vehicles, aircraft, and boats seized by
local officers, earmarked to city or
county employing officer (TCA 57-9-
201).

100% less an amount to the Debt
Service Fund (TCA 67-4-2120).

Amount required from General Fund
apportionment (TCA 9-9-103).



Collecting Agency
and Classification

Rate and Source

EXCISE TAX.....ccueueee, 6.5% of net earnings of all business

General Fund

Debt Service Fund

Cities and Counties

INHERITANCE,
ESTATE, AND

GIFT TAX

conducted for a profit in this state.
The tax applies to business entities that
enjoy some form of limited liability
protection. Current year losses may be
carried forward as many as 15 years in
computing net earnings subject to tax
(TCA 67-4-2006 and 67-4-2007).

The inheritance tax ranges from a rate
of 5.5% on the value of net taxable
estates of at least $40,000 to a rate of
$30,200 plus 9.5% of the value in
excess of $850,000 for decedents
dying in 2004. The exemption levels
for beneficiaries increases to $950,000
for those dying in 2005 and
$1,000,000 for those dying in 2006
and thereafter. Gifts made after 1983
are taxed at rates ranging from 5.5%
on gifts up to $40,000 to 9.5% on the
excess over $440,000 for Class A
beneficiaries and from 6.5% on gifts
up to $50,000 to 16% on the excess
over $200,000 for Class B
beneficiaries. Gift tax exemptions of
$10,000 for 1986 through 2001,
$11,000 for 2002 through 2005, and
$12,000 for 2006 are allowed for Class
A donees. However, the Class A
standard exemption allowable for gifts
will increase each year by the same
amount as the increase in the annual
exclusion for the federal gift tax.
Class B donees are allowed $3,000 per
donee. (TCA 67-8-101 through 67-8-
106, 67-8-204, 67-8-303, 67-8-314,
and 67-8-316).

Basis of Apportionment

Remaining balance after cities,
counties, and Debt Service Fund
distribution (TCA 67-4-2017).

Amount required from General Fund
apportionment (TCA 9-9-103).

An amount based on bank earnings is
distributed based on situs in lieu of
intangible personal property taxes on
banks and banking associations (TCA
67-4-2017).



Collecting Agency
and Classification

General Fund

TOBACCO TAX...........

General Fund

Education Fund

MOTOR VEHICLE
TITLE FEES

General Fund

Rate and Source

$.031 per cigarette or $.62 per package
of 20; $.0005 per cigarette pack
enforcement fee; 6.6% of wholesale
price on other tobacco products;
license fees of $10 to $20 per location
for sellers, distributors, and handlers;
proceeds of sale of confiscated goods;
and penalties of $100 to $5,000 for
violations of the Unfair Cigarette Sales
Law (TCA 67-4-1002 through 67-4-
1005, 67-4-1015, 67-4-1020, and 47-
25-311).

$5 certificate of title fee and other fees
received for the issuance of motor
vehicle titles and noting of liens (TCA
55-6-101).

Basis of Apportionment

100% (TCA 67-8-210 and 67-8-415).

Approximately .06% of the $.01 tax
per cigarette ($.20 per package of 20)
(4% of taxes from tobacco other than
cigarettes and of proceeds of sale of
confiscated tobacco products and
100% of the $.0005 per pack
enforcement fee, all earmarked for
administration.). Of the $.021 per
cigarette tax increase ($.42 package of
20), $.001 per cigarette ($.02 per
package) is earmarked for the Trauma
Center Fund plus $21 million annually
is earmarked for the Department of
Agriculture (TCA 67-4-1025).

Approximately 99.4% of the $.01 tax
per cigarette ($.20 per package of 20)
(includes 100% of cigarette taxes
earmarked for grades 1-12); 100% of
the 2007 $.02 per cigarette tax increase
($.40 per package of 20) less the
allocation to the Department of
Agriculture; 100% of license fees and
penalties; and 96% of the 6% tax rate
on other tobacco products and of
proceeds from the sale of confiscated
tobacco products (TCA 67-4-1025 and
49-3-357).

Approximately 76.1% (including 50
cents of the $5 fee, earmarked for
enforcement action against odometer



Collecting Agency
and Classification

Debt Service Fund

MIXED DRINK
TAX

Education Fund

Cities and Counties

BUSINESS TAX

General Fund

CRUDE OIL AND
NATURAL GAS
SEVERANCE TAX

General Fund

Rate and Source

A license tax of $150 to $2,000 for the
privilege  of selling  alcoholic
beverages for  consumption  on
premises plus a $300 application fee
and a 15% gross receipts tax on sales
(TCA 57-4-301).

Tax imposed principally by local units
of government on certain businesses,
vocations, and operations carried on
within this state (TCA 67-4-701, 67-4-
704, 67-4-705, 67-4-707 through 67-4-
709, and 67-4-714 through 67-4-717).
15% of all taxes collected locally are
remitted to the state by the collector of
each county and incorporated
municipality. In addition, all increased
revenues directly attributable to the
2002 amendments to TCA 67-4-709(b)
are remitted to the state (TCA 67-4-
724).

3% of the sales price of severed oil
and natural gas in the state (TCA 60-1-
301).

Basis of Apportionment

fraud; and a portion of $1.50 of the $5
fee in excess of debt service
requirements, earmarked for State
Parks capital projects) (TCA 55-6-101
and 55-6-103).

Approximately 23.9% (including a
portion of $1.50 of the $5 fee,
earmarked for debt service on a State
Parks bond issue) (TCA 55-6-101).

50% of the 15% gross receipts tax
(TCA 57-4-306 and 49-3-357).

50% of the 15% gross receipts tax, of
which one-half is earmarked for
education and one half is distributed to
the city or county based on situs (TCA
57-4-306).

100% (TCA 67-4-725).

2/3 of tax (TCA 60-1-301).



Collecting Agency
and Classification

Counties

COAL
SEVERANCE TAX

General Fund

Counties

COIN-OPERATED

AMUSEMENT
MACHINE TAX

General Fund

UNAUTHORIZED
SUBSTANCE TAX

Rate and Source

$.20 per ton of severed coal in the state
(TCA 67-7-103 and 67-7-104).

$10 per bona fide coin-operated
amusement machine offered for
commercial use and play by the public.
Also, an annual master license tax is
levied on machine owners ranging
from $500 to $2,000 depending on the
number of machines owned and
offered for use (TCA 67-4-2204 and
67-4-2205).

Tax imposed on various substances of
any dealer who possesses unauthorized
substances upon which the tax has not
been paid as evidenced by a stamp

available  from the  Tennessee
Department of Revenue.
Unauthorized  substances  include
marijuana, cocaine, crack,

methamphetamine, etc. as well as
untaxed liquors and spirits and “low-
value-street drugs.” The tax rate
varies by the type and quantity of
unauthorized substance (TCA 67-4-
2803 and TCA 67-4-2805 through 67-
4-2807).

Basis of Apportionment

1/3 of tax distributed to county of
severance (TCA 60-1-301).

3.0% of $.20 gross tax and all
penalties and interest (collected as
departmental current services revenue
of the Department of Revenue) (TCA
67-7-110).

97.0% of $.20 gross tax distributed to
county of severance, of which 50% is
earmarked for the county educational
system and 50% is earmarked for
highway and stream cleaning (TCA
67-7-110).



Collecting Agency
and Classification

General Fund

Cities and Counties

Rate and Source

Department of Commerce and Insurance

INSURANCE
COMPANY
PREMIUM TAX

Life, accident, and health companies
are taxed at a rate of 1.75% on gross

premiums received; health
maintenance organizations and
prepaid limited health  service

organizations are taxed 2% of the
gross amount of all dollars collected
from an enrollee or on an enrollee’s
behalf. =~ Companies writing fire
insurance and lines of business having
fire coverage as a part of the risk rate
pay a 0.75% tax on that portion of the
premium applicable to fire risk. All
other companies pay a tax rate of
2.5% on gross premiums paid by or
for policyholders residing in this state
or on property located in the state,
except captive insurance companies,
which are taxed 1% on gross
premiums collected or contracted for
on policies or contracts of insurance
covering property or risks in this state.
Companies writing workers’
compensation insurance are taxed
4.0% on gross premiums collected for
workers’  compensation  insurance,
plus a surcharge of 0.4% on gross
premiums. Other revenues collected
include regulatory fees for Limited
Capital Credit Reinsurers, renewal
fees for Fraternal Benefit Societies,
insurance agent fees, examination
fees, certificates of qualifications,
broker fees, certificates of authority
fees, utilization review fees, and other

Basis of Apportionment

100% of voluntarily paid amounts.
For all other proceeds, 25% of the
unencumbered tax proceeds. The
remaining 75% is allocated to the state
or local law enforcement agencies
conducting the investigation that led to
a tax assessment (TCA 67-4-2809).

That portion of the 75% of tax
proceeds returned to city and county
law enforcement agencies conducting
investigations leading to a tax
assessment (TCA 67-4-2809).



Collecting Agency
and Classification

General Fund

WORKERS'
COMPENSATION

General Fund

HEALTH CLUBS'

CERTIFICATES OF
REGISTRATION

General Fund

911 EMERGENCY

COMMUNICATIONS
FUND

General Fund

Rate and Source

miscellaneous fees (TCA 56-4-101,
56-4-106, 56-4-203, 56-4-205, 56-4-
206, 56-4-208, 56-4-218, and other
provisions of Title 56, Chapter 4, Part
2; Title 56, Chapter 6, Part 1; 56-13-
128; 56-21-111; 56-24-104; 56-25-
1603; 56-32-224, and 56-51-152).

4% on gross premiums collected plus a
0.4% surcharge on said premiums
which is earmarked for administration
of the Tennessee Occupational Safety
and Health Act (TCA 50-6-401 and
56-4-207).

Fees for issuance of certificates of
authority (TCA 47-18-302).

Monthly fee of $1.00 charged to all
users and subscribers of non-wireline
services including but not limited to
commercial mobile radio service
(cellular phone) that is capable of
connecting users to public safety
answering points. Collected funds are
used to support uniform statewide 911
service, to implement, and operate E-
911  service  through  funding
distributed to the State’s emergency
communications districts, and for
deployment of 911 service for new
communication technologies.  Non-
wireline service providers may retain
3% of the fees collected for
administrative expenses (TCA 7-86-
108, 7-86-303, and 7-86-306).

Basis of Apportionment

100% (TCA 8-22-118).

100% (earmarked for the 911
Emergency Communications Fund)
(TCA 7-86-303(d)).



Collecting Agency
and Classification

Rate and Source

Department of Financial Institutions

FINANCIAL

INSTITUTIONS

General Fund

Annual banking fee received from
state-chartered banks on a pro rata
basis based on assets, not to exceed the
annualized fee that a state bank would
pay if it were a national bank of
equivalent asset size, except that banks
are required to pay a minimum of
$5,000 (TCA 45-1-118).

Wildlife Resources Agency

WILDLIFE

RESOURCES

General Fund

BOATING SAFETY

General Fund

Fees received from the sale of hunting
and fishing licenses, stamp tax on
shells, permits, metallic cartridges,
fines, private lake operations, and
minnow dealers (TCA 70-2-201
through 70-2-222 and 70-3-101).

Fees received for the registration of
propelled vessels for a one-, two-, or
three-year period; and a portion of the
tax on marine fuel (TCA 69-9-207 and
67-3-901(9)).

Department of Agriculture

AGRICULTURAL
REGULATORY

FUND

Fees from plant and insect pest control
industry license, registration,
certification, and charter applications
and from sample analyses, civil
penalties, and damages (TCA 43-1-
701, 703, and 704).

Basis of Apportionment

100% (earmarked for the Department
of Financial Institutions) (TCA 45-1-
118 (d)(2)).

100% (earmarked exclusively for
Wildlife Resources Agency) (TCA 70-
1-401).

100% (earmarked for administration of
the Boating Safety program) (TCA 67-
3-901(g), 69-9-207, and 69-9-208).



Collecting Agency
and Classification Rate and Source Basis of Apportionment

General FUNd ..o 100% (earmarked for Regulatory
Services programs) (TCA 43-1-701
and 43-1-703).

FERTILIZER
INSPECTION ......c.c...... Fee based on $.20 per ton for all
commercial fertilizer (TCA 43-11-
106).
General FUNG........ccooiiiie e 100%.
FEED
INSPECTION ............... A $50 license application fee for each
commercial feed manufacturer,
distributor, or guarantor. Also, fee
based on $.10 per ton for all
commercial feeds manufactured in
excess of 500 tons (TCA 44-6-104 and
44-6-109).
General FUN ..o 100% (earmarked for administrative
expenses) (TCA 43-1-109).
RETAIL FOOD
STORE
INSPECTION ACT
OF 1986 ......c.cvevvene Fee based on types of food sold and
seating capacity (TCA 53-8-214).
General FUNd........ccooiiiii e 100%.
TENNESSEE
STATE PUBLIC
LIVESTOCK

MARKET BOARD ....... Flat fee of $250 for each charter
application (TCA 44-12-108).

General FUNd........ccoooiiiie e 100% (earmarked for administrative
expenses) (TCA 44-12-111).

DOG AND CAT
BREEDERS........ccce.v... Fee based on type of facility and
volume of animal transactions (TCA
44-17-104(b)).
General FUNd........ccooiiii e 100%.



Collecting Agency
and Classification

Rate and Source

Regulatory Board Fees

REGULATORY

BOARDS

General Fund

Fees received from the issuance of
licenses and permits to engage in
certain professions, from licensing of
health care facilities, and gross receipts
taxes collected from professional
boxing matches (TCA 4-3-1011, 4-3-
1304, 4-29-121, Title 55, Chapter 17,
Titles 46, 62, and 63, 68-11-216, 68-
29-113, and other provisions of Title
68).

Tennessee Regulatory Authority

PuBLIC

UTILITIES

General Fund

UNIVERSAL

SERVICE

Fees for applicable holders of
certificates of public convenience and
necessity. Annual fees for inspection,
control, and supervision of utilities and
their rates. The amount of fee is based
on gross receipts of each public utility
in excess of $5,000 annually as
follows: $3 per $1,000 for the first $1
million or less of such gross receipts
over $5,000. The fee for gross receipts
over $1 million is $2 per $1,000.
Minimum fee, $100. A $10 annual
registration fee for each privately-
owned public pay phone is also
collected (TCA 65-4-301 through 65-
4-308).

Fees as required by TRA to ensure the
availability of affordable residential
basic, local exchange telephone
service. Fees are required by TRA as
are necessary to support universal
service and fund administration of the
mechanism (TCA 65-5-207).

Basis of Apportionment

100% (earmarked for Tennessee
Regulatory Authority) (TCA 65-4-
307).



Collecting Agency
and Classification

General Fund

TELEMARKETING

General Fund

UNSOLICITED

FACSIMILES

General Fund

TDAP

DISTRIBUTION

PROGRAM

General Fund

GAS SAFETY
INSPECTION

Rate and Source

A fee of $500 per year for access to a
database of telephone numbers of
residential subscribers who object to
receiving telephone solicitations. The
Authority may also impose a civil
penalty up to a maximum of $2,000
for each violation of state laws
regulating telephone solicitation (65-4-
405).

Civil penalties up to a maximum of
$2,000 for each violation of state laws
regulating unsolicited facsimiles (TCA
65-4-504).

Fees paid by telecommunication
service  providers  with  annual
Tennessee intrastate gross receipts in
excess of $5,000,000. Fees assessed
are not to exceed $750,000 per year in
total for the establishment of a fund for
support of the telecommunications
assistive device distribution program
(TDAP). The reserve fund for the
program shall not exceed $1 million.
(65-21-115).

Annual fee for the inspection and
supervision of safety standards to all
gas  distribution  systems  (not
applicable to gas companies subject to
TCA 65-4-301). Fees based on
number of meters on a declining scale

Basis of Apportionment

100% (earmarked for Tennessee
Regulatory Authority) (TCA 65-4-307
and 64-4-120).

100% (earmarked for Tennessee
Regulatory Authority) (TCA 65-4-
405).

100% (earmarked for Tennessee
Regulatory Authority) (TCA 65-4-
504).

100% (earmarked for TDAP program
of Tennessee Regulatory Authority)
(TCA 65-21-115).



Collecting Agency
and Classification

General Fund

MISCELLANEOUS.......

General Fund

Secretary of State

FEES AND TAXES

General Fund

Rate and Source

($.65 down to $.35 per meter).
Minimum fee, $100 (TCA 65-28-
110(c)).  Also, any person who
violates state laws or regulations
issued by the Tennessee Regulatory
Authority concerning gas safety
inspections is subject to a civil penalty
not to exceed $10,000 for each
violation for each day that such
violation persists, up to a maximum
civil penalty of $500,000 (TCA 65-28-
108).

A $25.00 fee per party for filing a
petition with the TRA, and fees for
copies of records (TCA 65-2-103 and
65-1-212). Penalties of $50 for each
day of any violation or failure by
public utilities to comply with
Tennessee  Regulatory  Authority
orders, judgments, findings, rules or
requirements (TCA 65-4-120).

All fees and taxes received from
notary certifications, foreign
characters, trademarks, and

miscellaneous (TCA 3-17-104, 47-25-
517).

Department of Safety
CLASSIFIED
DRIVER’S
LICENSES .....c.ccvvurnnenn Fees received from 5-year driver’s

license: Class A (Commercial) - $40;
Classes B and C (Commercial) - $35;
Class D (Operator) - $17.50; duplicate
licenses - $6 first duplication, $10 for
second and subsequent duplications
during a regular renewal cycle (TCA
55-50-323).

Basis of Apportionment

100% (earmarked for Tennessee
Regulatory Authority) (TCA 65-4-
307).

100% (earmarked for Tennessee
Regulatory Authority) (TCA 65-4-
307).

100% (TCA 8-22-118).



Collecting Agency
and Classification

General Fund

FINES AND
PENALTIES

General Fund

LITIGATION
PRIVILEGE TAX

General Fund

Rate and Source

All fines, fees, and forfeitures received
from motor vehicle violations (TCA
55-7-206, 55-9-603, 55-10-303, 55-12-
129, and 55-50-604).

A portion of the privilege taxes on
litigation, derived from a 25% share of
4.4430% of the proceeds of litigation
taxes which are not otherwise
earmarked (TCA 67-4-602 and 67-4-
606).

Department of Revenue

MOTOR
CARRIERS

General Fund

State Treasurer

INTEREST
EARNED........ccccvevunnene

General Fund

Annual fees for inspection, control,
supervision, and safety of motor
carriers. A fee of 2.5% of vehicle
registration fees paid by motor
vehicles (TCA 55-4-113 and 65-15-
116); and an $8 annual fee per vehicle
also is paid under the federal single
state registration plan. Motor carriers
and contract haulers must pay a $50
application fee (TCA 65-15-109).

Interest received on state funds
deposited in commercial banks and
credited on a daily basis (TCA 9-4-
106).

Basis of Apportionment

100% (TCA 4-7-107, 55-7-206, 55-0-
603).

100% (earmarked for driver education
in public schools and for highway
safety promotion) (TCA 67-4-606).

100% (earmarked for motor vehicle
safety enforcement) (TCA 55-4-113
and 65-15-116).



Collecting Agency
and Classification Rate and Source

Department of Education

LITIGATION

PRIVILEGE TAX......... A portion of the privilege taxes on
litigation, based on the first $2 derived
from criminal cases and from a 75%
share of 4.4430% of the proceeds of
litigation taxes which are not
otherwise earmarked (TCA 67-4-602
and 67-4-606).

EdUCALION FUN ...t e e

Department of Health

HOTEL, B & B,

RESTAURANT,

SWIMMING

PooL, AND CAMP

INSPECTION ............... Fees from annual permits. Rates for
hotels and restaurants, based on
maximum occupancy, are a maximum
fee of $650 for hotels and $360 for
food service establishments. Other
fees include: $100 for auxiliary food
service operations; $30 for temporary
food service establishments; a
maximum fee of $80 for child care
center food service establishments
based on the number of seats; a flat fee
of $140 is assessed for each bed and
breakfast establishment; $340 for each
public swimming pool; a flat fee of
$80 for day and primitive camps, a
maximum fee of $150 for resident
camps based on the number of
sleepers; a maximum fee of $310 for
travel camps based on the number of
sites; and $80 for school service
establishments (TCA 68-14-312
through 68-14-316, 68-14-511, 68-14-
512, and 68-110-103).

GENETAl FUNG ....oveiii ettt

Basis of Apportionment

100% (earmarked for driver education
in public schools) (TCA 67-4-602 and
67-4-606).



Collecting Agency
and Classification

TATTOO
PARLORS AND
ARTISTS

General Fund

CHILD SAFETY....

General Fund

NURSING HOME
CIVIL PENALTIES

General Fund

Rate and Source

Fees received from the issuance of
certificates to operate a tattoo studio
and from the issuance of licenses to
engage in the practice of tattooing
(TCA 62-38-202, 204, and 205).

Fines up to $50 imposed for violations
of the Child Passenger Restraint Law
for children under 4 years of age or
between 4 and 8 years of age and
measuring less than 5 feet in height;
fines up to $50 imposed for violation
of mandatory use of a passenger
restraint system for children between 9
and 12 years of age or any child
through 12 years of age measuring 5
feet or more in height, or any child 13
through 15 years of age (TCA 55-9-
602 and 40-35-111).

Fees from civil penalties assessed on
nursing homes, based upon the type of
violation (TCA 68-11-811).

Basis of Apportionment

For violations involving children
under 4 years of age or between 4 and
8 years of age and measuring less than
5 feet in height, 100% of the $50 fine
for any offense (earmarked to Child
Safety Fund for formula distribution to
those entities best suited for child
passenger safety system distribution).
For violations involving children
between 9 and 15 years of age, $10 of
the $50 fine for a first offense. The
remaining $40 is earmarked to the
Child Safety Fund. For second and
subsequent violations, 100% of the
$50 fine is earmarked to the Child
Safety Fund. (TCA 55-9-602).

100%  (earmarked  for  resident
protection activities) (TCA 68-11-
827).



Collecting Agency
and Classification

TRAUMATIC
BRAIN INJURY
FUND

General Fund

Department of Envir

TENNESSEE
ENVIRONMENTAL

PROTECTION
FUND

General Fund

SOLID WASTE

MANAGEMENT
FUND

General Fund

Rate and Source

Fines and penalties levied for motor
vehicle violations in addition to those
fines and penalties levied in Title 55
Chapters 8, 10, and 50 for speeding,
reckless driving, driving with an
invalid license, driving under the
influence, and accidents involving
death or personal injury. (TCA 68-55-
301 through 68-55-305).

onment and Conservation

Fees from environmental permits,
inspections, damages, and fines (TCA
Title 60, Parts 1, 2, and 5; Title 68,
Chapter 131, Part 4, Chapter 201, Part
1; Chapter 202, Parts 2 and 5; Chapter
211, Part 1; Chapter 212, Part 1; and
Chapter 221, Parts 4, 7, 9 and 10; and
Title 69, Chapters 3 and 11).

Fees from a surcharge on each ton of
municipal solid waste received at all
Class 1 solid waste disposal facilities
or incinerators of $.90 per ton. Also,
the $1.35 pre-disposal fee collected
from retailers by the Department of
Revenue for each new tire sold in
Tennessee (TCA 68-211-835 and 67-
4-1603).

Basis of Apportionment

100% (earmarked for the Traumatic
Brain Injury Fund) (TCA 68-55-301
through 68-55-305).

100% (earmarked for the programs
generating the fees) (TCA 68-203-101
and citations above).

100% (earmarked for the Solid Waste
Assistance Program) (TCA 68-211-
835).



Collecting Agency
and Classification

DRYCLEANER

ENVIRONMENTAL
RESPONSE FUND

General Fund

OIL AND GAS
REGULATION

General Fund

AUTOMOTIVE

General Fund

Nursing Home Tax

NURSING HOME
TAX

General Fund

Rate and Source

Various fees from drycleaning
facilities, including annual site
registration fees of up to $1,500,
annual wholesale distributor

registration fees of $5,500 per in-state
facility, and drycleaning solvent
surcharges of $10 per gallon of non-
aqueous solvent and $1 per gallon of
light non-aqueous solvent purchased
by a drycleaner (TCA 68-217-105
through 68-217-106).

All funds received as payment for
penalties assessed by the Oil and Gas
Board (TCA 60-1-404).

Two cents per quart fee on the sale of
packaged automotive oil, less a
distributor handling deduction of 2%,
up to $50 per report. This fee is
collected from the distributors by the
Department of Revenue (TCA 68-211-
1006 and 68-211-1010).

Annual tax assessed at $2,225 per
licensed nursing home bed excluding
those certified as ICF/MR beds (TCA
68-11-216(c)(1) through (12)).

Basis of Apportionment

100% (earmarked for the Drycleaners
Environmental Response Program)
(TCA 68-217-103).

100% (earmarked for the Qil and Gas
Reclamation Program) (TCA 60-1-
404).

100% (earmarked for the Used Oil
Collection Program) (TCA 68-211-
1004 and 1005).



Collecting Agency
and Classification Rate and Source Basis of Apportionment

INTERMEDIATE
CARE FACILITIES

FOR THE
MENTALLY
RETARDED
(ICF/MR) GROSS
RECEIPTS TAX........... A six percent (6%) monthly gross
receipts tax on revenue generated from
ICF/MR certified beds (TCA 68-11-
830(d)(2).
General FUNG ..o 100% (TCA 68-11-830(d)(5)).

Department of Transportation

RAILROADS................ Annual fees for inspection, control,
and supervision of the business,
service, and safety of railroads. Fees
figured at $.04 per 1,000 ton miles.
Minimum fee, $100 (TCA 65-3-201).
DOT collects these fees as
miscellaneous revenue.

100% (earmarked for Department of

Transportation FUNd ...
Transportation) (TCA 65-3-202).



State Funding Board

Range of Tax Revenue Estimates



STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY

State Capitol
Nashville, Tennessee 37243-0280
(815) 741-2501
John G. Morgan
Comptroller

December 14, 2007

Memorandum

TO: Governor Phil Bredesen

Chairman Randy McNally
Senate Finance, Ways, & Means Committee

Chairman Craig Fitzhugh
House Finance, Ways, & Means Committee

FROM: John Morgan, Comptroller of the Treasury J

/o

Riley Darnell, Secretary of State

Dale Sims, State Treasurerw SM@@

M.D. Goetz, Jr., Commissioner
Department of Finance & Administration

SUBJECT: Revenue Estimates for FY 2007-08 and FY 2008-09

The State Funding Board met on December 12 and December 14, 2007, to hear
presentations on, and to engage in discussions about, the State’s near-term economic
outlook for the fiscal years 2007-08 and 2008-09.

The Board is charged, in Tennessee Code Annotated Section 9-4-5202(¢), with
the responsibility of developing consensus ranges of state revenue growth. In doing so.
the Board evaluates and interprets economic data and revenue forecasts supplied by
various economists as well as persons acquainted with the Tennessee revenue system.
This 1s a revenue estimation process and not a budgeting process. The Board does not
take into consideration the State’s fiscal situation when developing its consensus ranges
of revenue growth; however, the Board does strive to have the highest degree of
confidence in the State’s ability to achieve the consensus ranges. Fiscal considerations
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properly belong with those who set the State’s budget - the Administration that
recommends appropriation levels based upon its assessment of revenue growth and the
General Assembly that adopts a de facto revenue estimate through its final action on the
appropriations bill.

During this meeting, the Board heard economic testimony from Dr. William Fox
of The University of Tennessee; Dr. Albert DePrince of Middle Tennessee State
University; Dr. Jeff Wallace of the University of Memphis; Mr. Jim White, Mr. Dan
Cooper, and Mr. Robert Currey of the Fiscal Review Committee; and Mr. Reid Linn of
the State Department of Revenue. The state tax revenue estimates provided by each of
the presenters are summarized in two attachments to this memorandum.

The consensus of the presenters is that growth in the economy continues to be
slow. None of the presenters is anticipating a recession; however they are anticipating
slow growth in adjusted total tax collections for fiscal years 2007-08 and 2008-09. With
respect to their forecasts, several of the presenters cautioned that there was a higher risk
of undercollecting the estimate versus overcollecting the estimate.

Tennessee’s growth in non-agricultural employment remains below the national
average. There continues to be negative employment growth in the sectors of durable
goods, non-durable goods, government and professional and business services. There has
been positive growth in construction employment attributed to the construction of
churches, schools, and hotel projects.

Presenters acknowledged that credit is currently difficult to obtain due in part to
the subprime lending problem. In addition, household debt has risen as personal savings
have fallen.

Tennessee is experiencing a slowdown in big ticket sales for light vehicles and
homes, negatively impacting sales tax and privilege tax collections. Although internet
and catalogue sellers are more compliant with sales tax collections than originally
anticipated, Tennessee continues to lose $500-600 million annually in uncollected state
and local sales tax. Furthermore, Tennesseans consume or purchase many services which
are not subject to sales and use tax.

Although franchise and excise tax compliance has improved, the legislature is
likely to again face the need to make changes in the law in order to close loopholes
discovered or created by corporate taxpayers. Additionally, the level of corporate refund
requests filed in October may indicate both economic and revenue concerns with respect
to the state’s business community.

Underperformance of tobacco tax revenues was attributed to the early purchases
of tobacco tax stamps in anticipation of the tax increase. The combination of the tax
increase coupled with smoking restrictions may have impacted consumption of cigarettes.
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In terms of state revenue forecasts, all presenters believed the state would
undercollect the original budget estimates for fiscal year 2007-08.

Based on the testimony received and the Board discussions, the Board developed
the following summarized consensus estimates expressed in ranges of growth rates in
State tax revenue collections:

FY 2007-08 FY 2008-09
Low High Low High
Total State Taxes 3.25% 4.25% 2.75% 3.25%
General Fund Only 3.00% 4.00% 3.10% 3.60%

Historically, the estimated growth rate range for the General Fund has been higher
than that for Total State Taxes. However, for fiscal year 2007-08, the estimated growth
rate range for the General Fund is lower than the estimated growth rate range for Total
State Taxes. This shift is attributed to the projected decline in revenues which, by statute,
are allocated primarily to the General Fund (Franchise and Excise, Sales and Use,
Tobacco, and Privilege taxes).

The Board believes that while it is difficult to predict with absolute certainty
revenue growth rate ranges when the economy is at a turning point, these ranges are
reasonable and appropriate for use in state budgeting and are based on statutory
provisions enacted through the 2007 session of the General Assembly. As in past years,
the Board intends to revisit these estimates prior to the General Assembly’s final budget
deliberations. Each of you will be advised of any revisions made by the Board at that
time.

Additionally, the State Funding Board received presentations regarding the
Tennessee Education Lottery (TEL). Legislation in 2003 created the Tennessee
Education Lottery Corporation (TELC) (Tennessee Code Annotated Sections 4-51-101 et
seq.) Tennessee Code Annotated Section 4-51-111(c) requires the Board to establish a
projected revenue range for the “Net Lottery Proceeds” [defined in Section 4-51-102(14)]
for the remainder of the current fiscal year and for the succeeding fiscal year. Ms.
Rebecca Paul Hargrove, the Chief Executive Officer and Mr. Andy Davis, Chief
Financial and Technology Officer of the TELC presented their estimation of total and Net
Lottery Proceeds for fiscal years 2007-08 and 2008-09. The TELC estimates Net Lottery
Proceeds for both fiscal years to be 27% of net revenues. Additionally, TELC estimates
the amount for unclaimed prizes to be approximately 2% of prizes (excluding jackpot
prizes), all of which is to be deposited into the “after school programs special account” at
the end of each fiscal year.

Ms. Hargrove reviewed significant factors impacting TELC estimates. TELC
introduced the “Play it Again” second chance program, extending the sale period for new
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Instant Tickets. Powerball sales are impacted by the size of the jackpots. As of
November 30" of the current fiscal year, only one jackpot cycle has exceeded $300
million compared with 2 cycles of over $200 million during fiscal year 2006-07. Lotto 5
sales are trending lower compared with the prior year. Sales from HotTrax Champions, a
monitor-based online game, have been hindered because of limited availability at the
retail outlet level. TELC will offer an additional Million $ Madness Game and will add
Lotto Plus, an instant online game, by mid February 2008. The number of vendors
continues to remain at approximately 4700.

Ms. Hargrove discussed the decision to change from manual drawings to
computer generated drawings for the Cash 3, Cash 4, and Lotto 5 Games. The change
was precipitated by the end of the initial contract with television stations across the State
that broadcast the drawings. The cost to continue manual drawings is estimated to be $5
million, which is slightly more than the Net Lottery Proceeds attributed to those
particular games.

The Board additionally heard from Mr. Robert Currey, Chief Economist with the
Fiscal Review Committee (FRC), who presented to the Board the FRC’s projections. Mr.
Currey reviewed the fiscal year 2006-07 performance of the TELC and reported
$271,968,491 in Net Lottery Proceeds. In looking at fiscal year 2007-08, Mr. Currey
noted moderate growth for the instant games, assuming a continuation of a prize payout
ratio of 65%. Lotto 5 continues to experience negative growth. He additionally
forecasted flat growth for HotTrax Champions. His assumptions include one new on-line
game (Lotto Plus) and total expenses at 73% of total net revenues. The Net Lottery
Proceeds available for deposit into the Education Account for fiscal years 2007-08 and
2008-09 are anticipated to be 27% and 26.75%, respectively. The projections for fiscal
years 2007-08 and 2008-09 do not factor in the continuation of the allotment of
$25,000,000 for Pre-K and Early Childhood Education Programs.

The Board then heard from Mr. David Wright, Assistant Director for Policy
Planning and Research, of the Tennessee Higher Education Commission, and from Mr.
Tim Phelps, Associate Executive Director for Grants and Scholarship Programs, of the
Tennessee Student Assistance Corporation. In fiscal year 2006-07, there were 67,000
awards in the TEL Scholarship program, with an actual cost of $191,404,484. Mr. Phelps
increased the fiscal year 2007-08 projections to 78,000 awards, with a projected cost of
$233,000,000 (representing a fully mature program with no growth in first time
freshmen). Mr. Wright presented estimates for fiscal year 2008-09 of 80,000 awards,
with a projected cost of $238,000,000. These awards include all lottery-funded
scholarship programs as authorized through the 2007 session of the General Assembly,
including Hope Scholarship, General Assembly Merit Scholarship, ASPIRE Award,
HOPE Access Grant, Wilder-Naifeh Technical Skills Grant, Foster Child Tuition Grant,
Dual Enrollment Grant, and Math & Science Teacher Loan Forgiveness Program.
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The estimates provided by each of the presenters are summarized in an attachment
to this memorandum. Consensus was reached on the following estimates of the range for
Net Lottery Proceeds to be deposited in the Lottery for Education Account and used for
the various statutory purposes:

FY 2007-08 FY 2008-09

Low High Low High

Net Lottery Proceeds | $274,000,000 | $284,000,000 | $280,000,000 | $290,000,000

These estimates assume no legislative changes regarding the TELC and its authority.
Although the volatility of lottery sales contrasts with the recurring nature of scholarships,
the Board noted that estimates of Net Lottery Proceeds for both fiscal years exceed the
current estimate of the scholarship program.

The estimates of the Net Lottery Proceeds will be revisited at the time the State
Funding Board considers revisions to the ranges of State revenue estimates prior to the
adoption of the State’s Appropriations Act. As indicated previously, each of you will be
advised of any revisions made by the Board at that time.

Attached are copies of the letters received pursuant to Tennessee Code Annotated
Section 4-51-111(c)(2)(B) which states:

Before December 15, 2003, and before December 15 in each succeeding year,
appropriate state agencies shall submit to the funding board and to the governor
their recommendations for other educational programs and purposes consistent
with article XI, § 5 of the Tennessee Constitution based on the difference between
the funding board's projections and recommendations for the lottery scholarship
program based on the report submitted pursuant to subdivision (c)(2)(A). In no
event shall such recommendations exceed the projections of the funding board for
a specific fiscal year.

Each of us stands ready to discuss this further at your convenience.

Attachments
Revenue Estimates (2)
Lottery Estimates
TSAC/THEC Report
Funding Request Letters (2)

cc. The Honorable Ron Ramsey
The Honorable Jimmy Naifeh




COMPARISON OF ESTIMATED STATE TAX REVENUE FOR

FISCAL YEAR 2007-2008

(Accrual - Basis Estimates)

Schedule 1

2007-2008

DEPARTMENT OF REVENUE 2006-2007 % CHANGE % CHANGE % CHANGE % CHANGE % CHANGE % CHANGE

ACTUAL BUDGETED OVER 06-07 DR. FOX OVER 06-07 FISCAL REVIEW OVER 06-07 REVENUE DEPT. OVER 06-07 DR. DePRINCE OVER 06-07 DR. WALLACE OVER 06-07

SOURCE OF REVENUE ACCRUAL ESTIMATE ACTUAL ESTIMATE ACTUAL ESTIMATE ACTUAL ESTIMATE ACTUAL ESTIMATE ACTUAL ESTIMATE ACTUAL
Sales and use Tax $ 6,815,407,300 $ 7,093,300,000 4.08% $ 6,999,900,000 2.71% $ 7,040,316,000 3.30% $ 7,004,400,000 2.77% $ 6,912,800,000 1.43% $ 7,035,700,000 3.23%
Gasoline Tax 612,263,500 602,000,000 -1.68% 614,100,000 0.30% 620,911,000 1.41% 616,500,000 0.69% 622,100,000 1.61% 635,900,000 3.86%
Motor Fuel Tax 185,879,400 189,000,000 1.68% 184,000,000 -1.01% 186,612,000 0.39% 186,200,000 0.17% 184,800,000 -0.58% 189,500,000 1.95%
Gasoline Inspection Tax 65,312,200 65,500,000 * 0.29% 66,300,000 1.51% 66,444,000 1.73% 65,000,000 -0.48% 58,600,000 *  -10.28% 66,000,000 1.05%
Motor Vehicle Registration Tax 257,367,700 260,000,000 1.02% 260,000,000 1.02% 258,214,000 0.33% 258,500,000 0.44% 266,700,000 3.63% 266,000,000 3.35%
Income Tax 247,567,500 263,200,000 6.31% 257,500,000 4.01% 255,408,000 3.17% 265,500,000 7.24% 263,500,000 6.44% 253,100,000 2.23%
Privilege Tax - Less Earmarked Portion 313,793,300 344,900,000 9.91% 316,800,000 0.96% 321,638,000 2.50% 323,200,000 3.00% 312,300,000 (1) -0.48% 307,800,000 -1.91%
Gross Receipts Tax - TVA 250,247,600 261,100,000 4.34% 270,300,000 8.01% 270,333,000 8.03% 270,300,000 8.01% 261,100,000 ** 4.34% 261,100,000 ** 4.34%
Gross Receipts Tax - Other 27,370,100 23,300,000 -14.87% 23,300,000 -14.87% 27,644,000 1.00% 27,800,000 1.57% 25,400,000 -7.20% 19,600,000 -28.39%
Beer Tax 17,979,100 18,500,000 * 2.90% 18,500,000 2.90% 19,072,000 6.08% 18,400,000 2.34% 16,500,000 * -8.23% 18,800,000 4.57%
Alcoholic Beverage Tax 40,998,300 42,400,000 * 3.42% 42,600,000 3.91% 42,898,000 4.63% 42,700,000 4.15% 37,900,000 * -7.56% 43,100,000 5.13%
Franchise & Excise Taxes 1,766,079,800 1,820,900,000 3.10% 1,820,900,000 3.10% 1,713,728,000 -2.96% 1,856,800,000 5.14% 1,758,700,000 -0.42% 1,871,500,000 5.97%
Inheritance and Estate Tax 112,393,000 93,700,000 * -16.63% 93,700,000 -16.63% 90,856,000 -19.16% 107,600,000 -4.26% 83,800,000 *  -25.44% 77,900,000 -30.69%
Tobacco Tax 137,993,500 359,300,000 * 160.37% 329,300,000 138.63% 307,628,000 122.93% 329,300,000 138.63% 321,400,000 * 132.91% 321,400,000 ***  132.91%
Motor Vehicle Title Fees 11,105,200 12,000,000 * 8.06% 11,500,000 3.56% 11,436,000 2.98% 11,000,000 -0.95% 10,700,000 * -3.65% 10,900,000 -1.85%
Mixed Drink Tax 53,656,700 55,800,000 * 3.99% 57,400,000 6.98% 56,608,000 5.50% 56,100,000 4.55% 49,900,000 * -7.00% 56,400,000 5.11%
Business Tax 133,773,300 134,200,000 * 0.32% 139,100,000 3.98% 137,786,000 3.00% 139,300,000 4.13% 120,100,000 *  -10.22% 135,800,000 1.52%
Severance Tax 1,549,400 1,700,000 * 9.72% 1,700,000 9.72% 1,900,000 22.63% 1,900,000 22.63% 1,500,000 * -3.19% 2,000,000 29.08%
Coin Operated Amusement Tax 340,700 300,000 * -11.95% 300,000 -11.95% 300,000 -11.95% 300,000 -11.95% 300,000 *  -11.95% 300,000 ****  -11.95%
Unauthorized Substance Tax 1,602,700 2,000,000 *  24.79% 2,000,000  24.79% 2,200,000  37.27% 2,000,000 24.79% 1,800,000 * 12.31% 700,000 -56.32%
TOTAL DEPARTMENT OF REVENUE $11,052,680,300 $11,643,100,000 5.34% $11,509,200,000 4.13%  $11,431,932,000 3.43%  $11,582,800,000 4.80%  $11,309,900,000 2.33%  $11,573,500,000 4.71%
GENERAL FUND ONLY (2) $ 9,261,248,800 $ 9,778,900,000 5.59% $ 9,632,000,000 4.00% $ 9,545,032,000 3.06% $ 9,699,900,000 4.74% $ 9,434,800,000 1.87% $ 9,670,900,000 4.42%
Budgeted Est. Compared to New Est. - Total -$133,900,000 -$211,168,000 -$60,300,000 -$333,200,000 -$69,600,000
Budgeted Est. Compared to New Est. - Gen. Fund -$146,900,000 -$233,868,000 -$79,000,000 -$344,100,000 -$108,000,000
SELECTED TAXES ACTUAL BUDGETED % DR. FOX % FISCAL REVIEW % REVENUE DEPT. % DR. DePRINCE % DR. WALLACE %

SALES AND USE TAX $ 6,815,407,300 $ 7,093,300,000 4.08% $ 6,999,900,000 2.71% $ 7,040,316,000 3.30% $ 7,004,400,000 2.77% $ 6,912,800,000 1.43% $ 7,035,700,000 3.23%
FRANCHISE AND EXCISE TAXES 1,766,079,800 1,820,900,000 3.10% 1,820,900,000 3.10% 1,713,728,000 -2.96% 1,856,800,000 5.14% 1,758,700,000 -0.42% 1,871,500,000 5.97%
INCOME TAX 247,567,500 263,200,000 6.31% 257,500,000 4.01% 255,408,000 3.17% 265,500,000 7.24% 263,500,000 6.44% 253,100,000 2.23%
ROAD USER TAXES 1,120,822,800 1,116,500,000 -0.39% 1,124,400,000 0.32% 1,132,181,000 1.01% 1,126,200,000 0.48% 1,132,200,000 1.02% 1,157,400,000 3.26%
ALL OTHER TAXES 1,102,802,900 1,349,200,000 22.34% 1,306,500,000 18.47% 1,290,299,000  17.00% 1,329,900,000 20.59% 1,242,700,000 12.69% 1,255,800,000 13.87%

(1) Privilege Tax estimates are reduced by $34.6 million for the earmarked portion of the tax.

(2) F&A calculated the General Fund distribution for all presenters.
* F&A distributed taxes for Dr. DePrince based on ratios for budgeted collections for 2007-2008.
** F&A distributed the Gross Receipts Taxes for Dr. DePrince and Dr. Gnuschke based on anticipated TVA collections in 2007-2008
** E& A substituted the Tobacco Tax estimate provided by Dr. DePrince for the estimate submitted by Dr. Wallace
*x E& A distributed the Coin Amusement Tax for Dr. Gnuschke based on anticipated collections in 2007-2008.

2009 Economists Est - SFB.xls - Sheetl

F&A 12/14/2007 10:42 AM



COMPARISON OF ESTIMATED STATE TAX REVENUE FOR

FISCAL YEAR 2008-2009

(Accrual - Basis Estimates)

DEPARTMENT OF REVENUE % CHANGE % CHANGE % CHANGE % CHANGE % CHANGE
DR. FOX OVER 07-08 FISCAL REVIEW OVER 07-08 REVENUE DEPT. OVER 07-08 DR. DePRINCE OVER 07-08 DR. WALLACE OVER 07-08
SOURCE OF REVENUE ESTIMATE ESTIMATE ESTIMATE ESTIMATE ESTIMATE ESTIMATE ESTIMATE ESTIMATE ESTIMATE ESTIMATE
Sales and use Tax $ 7,279,900,000 4.00% $ 7,300,808,000 3.70% $ 7,213,700,000 2.99% $ 7,242,600,000 4.77% $ 7,285,000,000 3.54%
Gasoline Tax 614,100,000 0.00% 627,120,000 1.00% 610,400,000 -0.99% 629,700,000 1.22% 643,600,000 1.21%
Motor Fuel Tax 190,400,000 3.48% 190,344,000 2.00% 188,500,000 1.24% 190,100,000 2.87% 193,200,000 1.95%
Gasoline Inspection Tax 68,300,000 3.02% 67,773,000 2.00% 64,200,000 -1.23% 60,500,000 * 3.24% 66,300,000 0.45%
Motor Vehicle Registration Tax 269,100,000 3.50% 263,378,000 2.00% 258,500,000 0.00% 274,900,000 3.07% 275,100,000 3.42%
Income Tax 262,600,000 1.98% 250,300,000 -2.00% 291,700,000 9.87% 279,200,000 5.96% 254,000,000 0.36%
Privilege Tax - Less Earmarked Portion 313,900,000 -0.92% 331,287,000 3.00% 347,400,000 7.49% 326,900,000 (1) 4.67% 363,700,000 18.16%
Gross Receipts Tax - TVA 283,800,000 4.99% 283,850,000 5.00% 274,400,000 1.52% 261,100,000 ** 0.00% 261,100,000 ** 0.00%
Gross Receipts Tax - Other 23,800,000 2.15% 28,197,000 2.00% 28,200,000 1.44% 28,400,000 11.81% 22,700,000 15.82%
Beer Tax 19,100,000 3.24% 19,930,000 4.50% 19,400,000 5.43% 17,100,000 * 3.64% 18,800,000 0.00%
Alcoholic Beverage Tax 44,300,000 3.99% 44,828,000 4.50% 45,500,000 6.56% 39,200,000 * 3.43% 44,200,000 2.55%
Franchise & Excise Taxes 1,857,300,000 2.00% 1,748,003,000 2.00% 1,981,300,000 6.71% 1,842,700,000 4.78% 1,896,200,000 1.32%
Inheritance and Estate Tax 93,700,000 0.00% 92,673,000 2.00% 117,700,000 9.39% 86,600,000 * 3.34% 78,800,000 1.16%
Tobacco Tax 345,800,000 5.01% 338,391,000 10.00% 332,600,000 1.00% 332,100,000 * 3.33% 332,100,000 *** 3.33%
Motor Vehicle Title Fees 11,600,000 0.87% 11,722,000 2.50% 11,100,000 0.91% 11,100,000 * 3.74% 11,300,000 3.67%
Mixed Drink Tax 61,400,000 6.97% 58,872,000 4.00% 58,900,000 4.99% 51,600,000 * 3.41% 57,800,000 2.48%
Business Tax 147,500,000 6.04% 141,920,000 3.00% 142,400,000 2.23% 124,100,000 * 3.33% 148,900,000 9.65%
Severance Tax 1,800,000 5.88% 2,000,000 5.26% 2,100,000 10.53% 1,600,000 * 6.67% 1,900,000 -5.00%
Coin Operated Amusement Tax 300,000 0.00% 300,000 0.00% 300,000 0.00% 300,000 * 0.00% 300,000 **** 0.00%
Unauthorized Substance Tax 2,000,000 0.00% - -100.00% 2,100,000 5.00% 1,800,000 * 0.00% 800,000 14.29%
TOTAL DEPARTMENT OF REVENUE $11,890,700,000 3.31% $11,801,696,000 3.23% $11,990,400,000 3.52% $11,801,600,000 4.35% $11,955,800,000 3.30%
GENERAL FUND ONLY (2) $ 9,976,300,000 3.57% $ 9,884,096,000 3.55% $10,090,300,000 4.02% $ 9,885,800,000 4.78% $10,022,900,000 3.64%
Growth over FY 07 Budgeted Est. - Total $247,600,000 $158,596,000 $347,300,000 $158,500,000 $312,700,000
Growth over FY 07 Budgeted Est. - Gen. Fund $197,400,000 $105,196,000 $311,400,000 $106,900,000 $244,000,000
SELECTED TAXES DR. FOX % FISCAL REVIEW % REVENUE DEPT. % DR. DePRINCE % DR. WALLACE %
SALES AND USE TAX $ 7,279,900,000 4.00% $ 7,300,808,000 3.70% $ 7,213,700,000 2.99% $ 7,242,600,000 4.77% $ 7,285,000,000 3.54%
FRANCHISE AND EXCISE TAXES 1,857,300,000 2.00% 1,748,003,000 2.00% 1,981,300,000 6.71% 1,842,700,000 4.78% 1,896,200,000 1.32%
INCOME TAX 262,600,000 1.98% 250,300,000 -2.00% 291,700,000 9.87% 279,200,000 5.96% 254,000,000 0.36%
ROAD USER TAXES 1,141,900,000 1.56% 1,148,615,000 1.45% 1,121,600,000 -0.41% 1,155,200,000 2.03% 1,178,200,000 1.80%
ALL OTHER TAXES 1,349,000,000 3.25% 1,353,970,000 4.93% 1,382,100,000 3.93% 1,281,900,000 3.15% 1,342,400,000 6.90%

(1) Privilege Tax estimates are reduced by $34.6 million for the earmarked portion of the tax.
(2) F&A calculated the General Fund distribution for all presenters.
* F&A distributed taxes for Dr. DePrince based on ratios for budgeted collections for 2007-2008.
** F&A distributed the Gross Receipts Taxes for Dr. DePrince and Dr. Gnuschke based on anticipated TVA collections in 2007-2008

** E& A substituted the Tobacco Tax estimate provided by Dr. DePrince for the estimate submitted by Dr. Wallace

*x E& A distributed the Coin Amusement Tax for Dr. Gnuschke based on anticipated collections in 2007-2008.
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Lottery Corporation
Low
High

Mid-Range Estimate

Fiscal Review Staff
Low
Median
High

Recommended Range
Low
High

State Funding Board

Net Lottery Proceeds Estimates
Actual 2006-2007 and Estimated 2007-2008 and 2008-2009

December 14, 2007

2006-2007 2007-2008 2008-2009
Actual Revised % Estimated %

271,968,000 277,400,000 2.00% 288,600,000 4.04%
271,968,000 283,000,000 4.06% 288,600,000 1.98%
271,968,000 280,100,000 2.99% 288,600,000 3.03%
271,968,000 271,050,000 -0.34% 275,600,000 1.68%
271,968,000 279,100,000 2.62% 284,600,000 1.97%
271,968,000 286,040,000 5.17% 292,600,000 2.29%
271,968,000 274,000,000 0.75% 280,000,000 2.19%
271,968,000 284,000,000 4.42% 290,000,000 2.11%





